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PUBLIC OPINION 


January, 1934 


Number One 


THE FINAL ARBITER 


Supreme Court Itself Acknowledges Authority of Nation’s Changing 
“‘Thought’’—No Subject of Greater Importance to Bankers 
Than “Public Relations” 


LTHOUGH history supports the 

statement that in the United 
States public opinion is the final au- 
thority, there may be a vast difference 
between the will of the people as ulti- 
mately expressed and the current inter- 
pretation of a popular mandate. 

Publie opinion placed a Democrat in 
the White House. To say that any able 
and distinguished Democrat could have 
been elected to the Presidency should 
not be regarded as a disparagement of 
Franklin D. Roosevelt. Nor is censure 
implied in the reminder that few voters 
had a clear conception of the specific 
program which would be proposed in 
furtherance of the New Deal. The pub- 
lic demanded change. Franklin D. 
Roosevelt had the vision and courage 
to seize the moment when popular sup- 
port could be most effectively mar- 
shaled for changes more sweeping and 
fundamental than had been attempted 
by any previous Administration. 

We do not share the view so fre- 
quently expressed that the country is 
moving rapidly toward a dictatorship. 
Roosevelt himself recognizes how ten- 
uous is his hold upon the powers spe- 
cifically and tacitly delegated to him. 
He knows that a wave of public resent- 


ment would sweep away the very basis 
of his present commanding position. 
Yet he has demonstrated conclusively 
that he is not easily swayed from his 
own interpretation of what the Ameri- 
can people will sanction or from his 
beliefs as to what the welfare of the 
American people requires. 

Naturally and properly, there is wide 
divergence of thought on the merits of 
his specific acts and proposals. In one 
sense, it is fortunate that the fear of 
public opinion has tied the hands of re- 
calcitrant members of Congress. No 
such fear, however, should restrain con- 
structive criticism or intelligent efforts 
to place additional facts and arguments 
before the millions of men and women 
whose vital interests are at stake. 

P 


— 


N° subject of greater importance 
than that of “public relations” 
can come before the Mid-winter Trust 
Conference of the American Bankers 
Association, to be held next month in 
New York City. In an unusually frank 
address on the subject at the New Jer- 
sey Bankers Association conference 
just held in Trenton, H. A. Lyon rec- 
ommended that urgent demands be 
made “upon some central group like the 
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American Bankers Association to see 
that suitable advertising material and 
suitable plans for developing an honest 
press relationship be provided.” For its 
general application and value, we would 
commend Mr. Lyon’s address (pub- 
lished elsewhere in this issue) to the 
attention of every officer of every bank 
and trust company in the United States 

but we would offer three amend- 
ments. 

First, a publicity campaign of the 
wrong kind is far worse than no cam- 
paign at all. 

Second, sporadic publicity effort is 
of questionable value. 

Third, there is distinct danger in 
“concerted” publicity effort—especially 
in that kind of concerted effort repre- 
sented by the use of publicity and ad- 
vertising material prepared at “head- 
quarters” and presented by individual 
members of an association. 

Joint action is most effective when 
confined largely to an agreement on 
general principles and to a pooling of 
funds for the gathering of facts. 


Another phase of the subject on 
which too much emphasis cannot be 
placed is the widespread failure of ex- 
ecutives to appreciate that the conduct 
of a public relations department is a 
“professional” task requiring special 
training, a diversified experience and 
an unusual combination of talent. A 
good newspaper man may be a dismal 
failure in dealing with public relations. 
Similarly, a man who is highly success- 
ful as an advertising manager may be 
unfitted by temperament and training 
for the more delicate task with which 
advertising should be correlated. Yet 
the fact most frequently overlooked is 
that executives as a class are seriously 
handicapped in forming a sound opin- 
ion on a problem of public relations 
because the nature of their work has 
placed them out of touch with the point 
of view of the average American. 

Public opinion, in the final analysis, 
is the opinion of the “rank and file.” 


& 


VEN the Supreme Court of the 
United States recognizes the final 
authority of mass theught. Note this 
excerpt from the recent decision up- 
holding the constitutionality of the 
Minnesota mortgage moratorium law: 
“Where, in early days, it was thought 
that only the concerns of individuals 
or classes were involved and that those 
of the State itself were touched only 
remotely, it has later been found that 
the fundamental interests of the State 
are directly affected; and that the 
question is no longer merely that of one 
party to a contract as against another, 
but of the use of reasonable means to 
safeguard the economic structure upon 
which the good of all depends.” 
Obviously, the Court was not refer- 
ring here to the opinion of economists, 
or of bankers or of lawyers, but to the 
general trend of American belief. 


a 


HE Minnesota decision is regarded 
by the majority of commentators 


as fairly conclusive evidence that the 
Roosevelt program will be sustained by 


the Court in all its main aspects. 
Whether that conclusion be warranted 
or not, more than casual study should 
be given to the passages which reveal 
the sharp cleavage of opinion in the 
Court itself. From the majority opin- 
ion we quote: 

“Tt is manifest from this review of our 
decisions that there has been a growing 
appreciation of public needs and of the 
necessity of finding ground for a ra- 
tional compromise between individual 
rights and public welfare. The settle- 
ment and consequent contraction of the 
public domain, the pressure of a con- 
stantly increasing density of popula- 
tion, the interrelation of the activities 
of our people and the complexity of our 
economic interest, have inevitably led 
to an increased use of the organization 
of society in order to protect the very 
bases of individual opportunity. * * * 

“It is no answer to say that this 
public need was not apprehended a 
century ago, or to insist that what the 
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provision of the Constitution meant to 
the vision of that day it must mean to 
the vision of our time. If by the state- 
ment that what the Constitution meant 
at the time of its adoption it means 
today, it is intended to say that the 
great clauses of the Constitution must 
be confined to the interpretation which 
the framers, with the conditions and 
outlook of their time, would have placed 
upon them, the statement carries its 
own refutation.” 

Contrast this 
statement taken 
opinion : 

“A provision of the Constitution does 
not admit of two distinctly opposite in- 
terpretations. It does not mean one 
thing at one time and another thing at 
another time. If the contract impair- 
ment clause, when framed and adopted, 
meant that the terms of a contract for 
the payment of money could not be 
altered in invitum by a State statute 
enacted for the relief of hardly pressed 
debtors to the end and with the effect 
of postponing payment or enforcement 


the following 
the minority 


with 
from 


during and because of an economic or 
financial emergency, it is but to state 
the obvious to say that it means the 
same now. 

“This view, at once so rational in its 
application to the written word, and 
so necessary to the stability of con- 


stitutional principles, though from 
time to time challenged, has never, un- 
til recently, been put within the realm 
of doubt by the decision of this court.” 

Notwithstanding indications that the 
majority opinion of the Supreme Court 
favors the Roosevelt program, two facts 
might well be borne in mind; first, that 
the Minnesota decision dealt not with 
a power granted by the Federal Con- 
stitution, but with the State police 
power, which existed in its own right; 
and second, that repeated reference 
was made in both opinions to “emer- 
gencies.” And an emergency, at least 
to the lay mind, is of relatively brief 
duration. 

How much of the emergency program 
is to remain as a permanent part of 


the American governmental system will 
depend in large measure on the attitude 
of an informed or misinformed public. 


2 
~ 


Fetes impressions are not always 
based on facts. When an accusing 
finger is pointed at a few members of 
a group, it is human nature to regard 
the entire group as culpable. 

The President’s opening message to 
Congress contained the following: 

“We have been shocked by many no- 
torious examples of injuries done our 
citizens by persons or groups who have 
been living off their neighbors by the 
use of methods either unethical or crim- 
inal. 


“In the first category—a field which 
does not involve violations of the let- 
ter of our laws—practices have been ~ 
brought to light which have shocked 
those who believed that we were in the 
past generation raising the ethical 
standard of business. They call for 
stringent preventive or regulatory 
measures. I am speaking of those indi- 
viduals who have evaded the spirit and 
purpose of our tax laws, of those high 
officials of banks or corporations who 
have grown rich at the expense of their 
stockholders or the public, of those 
reckless speculators with their own or 
other people’s money whose operations 
have injured the values of the farmers’ 
crops and the savings of the poor. * * * 

“These violations of ethics and these 
violations of law call on the strong arm 
of government for their immediate sup- 
pression ; they call also on the country 
for an aroused public opinion.” 

These statements are literally true, 
yet the conclusions which many draw 
from them are false. 

If we are to avoid a further swing 
toward socialism or bureaucracy, it is 
of vital importance particularly for 
bankers to adopt more intelligent and 
comprehensive steps to develop greater 
confidence in the integrity of banking 
and fiduciary institutions and a more 
general appreciation of the value of 
their services to the American people. 
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COST OF THE NEW DEAL 


VENTS moved so rapidly in Wash- 

ington after the reading of the 
budget message that public attention 
seems to have been diverted from the 
staggering proportions of the bill which 
taxpayers must eventually meet. 

The size of the budget and uncer- 
tainty as to the reductions which can 
be effected in the next few years are 
regarded by many observers as_ the 
gravest menace to the future stability 
of our financial and credit structure. 

With more than six billion dollars 
for emergency expenditures added to 
the regular budget of $3,045,520,267 
for the year ending June 30, 1934, the 
recovery promises to be about as ex- 
pensive as the recent war. The entire 
budget of $10,569,006,967, which is 
$7,309,068,211 in excess of estimated re- 
ceipts will raise the national debt to a 
new high of approximately $29,847,- 
000,000. These “emergency expendi- 


tures” to a large extent represent the 
government’s attempt to take up the 


burden of unemployment which private 
industry has been unable to absorb, 
and is a laudable purpose. On the other 
hand, Prof. James H. Rogers stated in 
a recent address at Cincinnati: “The 
public works program has unbalanced 
the budget very badly, and it is budget 
deficiencies that cause inflation, not 
monetary policies.” It may be _ perti- 
nent to recall that the orgy of spending 
beyond real income in which individu- 
als indulged prior to 1929 is considered 
a primary cause of the depression. It 
is to be sincerely hoped that the gov- 
ernment, in following the same course, 
may be able to avoid like consequences. 


2, 2, 2, 
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DEVALUED DOLLARS 


HE recommendation for fixing the 

limits of revaluation of the gold 
content of the dollar, made by Presi- 
dent Roosevelt in his recent message 
to Congress, marks one of the most sig- 
nificant milestones on the road of mon- 
etary readjustment. It is viewed as a 
logical step in the continued efforts of 


the Administration to effect a rise in 
the price level. Whether it will aid the 
President materially in arriving at “a 
medium of exchange which will have 
over the years less variable purchas- 
ing and debt-paying power,” is open to 
grave doubt. 

The laws of money, Dr. Benjamin M. 
Anderson Jr., stated in an address be- 
fore the New Jersey Bankers Associa- 
tion, “are not simple mathematical 
laws, subject to precise mathematical 
formulation. They are not made by 
governments. They are not made by 
economists. 

“They are discovered by economists 
through a study of the nature of the 
human mind and of the history of the 
behavior of men in dealing with 
money.” 

A departure from the use of gold as 
a circulating medium is suggested in 
the proposal that no gold shall here- 
after be coined or no gold coin used for 
internal payments, but that all gold 
shall be held by the Treasury, in the 
form of bars. International settle- 
ments will naturally continue to be met 
by gold shipment, but otherwise our 
gold currency will not be redeemable 
in the metal. Federal Reserve banks 
would be authorized to use gold certifi- 
cates instead of bullion or coin as back- 
ing for note issues. This represents a 
new concept in eliminating convertibil- 
ity as a requisite in maintaining the 
value of a currency. 


°, , 2°, 
Od % 


GUARANTY OF DEPOSITS 


PPOSITION to the “permanent 

plan” of bank deposit guaranty 
is rapidly gathering headway. A care- 
ful examination of a large number of 
reports issued this month by banks and 
trust companies to their stockholders 
failed to disclose any favorable com- 
ment, and in most instances attention 
was directed not merely to the general 
aspects of the question but also to the 
possible direct effects on the stockhold- 
ers themselves. 


Facts presented in this way carry 
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much farther than might be supposed. 
To illustrate: 

A geographical break-up of the list 
of stockholders of the Chemical Bank 
& Trust Company of New York shows 
that ownership of that institution is 
scattered over forty-five States and the 
District of Columbia, not to mention 
minor holdings abroad. 

It would seem reasonable to suppose 
that most of these stockholders have 
more than “average” influence in their 
own communities. j 

Probably the most significant impli- 
cation of deposit insurance is the rec- 
ognition of the mutuality of interest 
and responsibility which links the for- 
tunes of every bank in some degree. 
The principle of unlimited or even sub- 
stantial imposition of assessments, 
however, is manifestly unfair as_ it 
amounts to a sight-unseen guaranty of 
the portfolio of every other member 
bank. Instead of vitiating the strong 
banking institutions, improvement 
must come from strengthening or elim- 
inating the weak. The Reconstruction 
Finance Corporation has taken the po- 
sition that it must be in a position to 
protect its investments in the banks; 
it is not inconsistent then that the 
same obligation devolves on individual 
banks as custodians. 

— 


we wy 


QUALIFICATIONS FOR EXECU- 
TIVE TRUST POSITIONS 


HE growing interest in the idea of 

requiring a certificate of compe 
tency for all those who seek election to 
positions of responsibility in the ad- 
ministration of estates and trusts is 
tecognition that corporate trusteeship, 
as a profession, should make every 
effort to fulfill the obligations of a pro- 
fession. There are few colleges which 
offer courses of any sort on the various 
phases of trust work, except such as 
are included in law school curricula, 
though several progressive universities 
have instituted courses designed to 
cover the specialized and varied knowl- 
edge essential to trusteeship. This is 


a movement which deserves to be heart- 
ily encouraged by all trust men who 
are in a position to interest local col- 
lege authorities in the introduction of 
such courses. 

Already much progress has been 
made, under the auspices of the Ameri- 
can Institute of Banking, to provide 
expert presentation of fiduciary sub- 
jects, though as yet this has been con- 
fined to relatively few chapters. There 
are, likewise, precedents in other pro- 
fessional fields such as the Bar associa- 
tions, which may prove valuable in this 
connection. Particularly pertinent are 
the steps taken by the National Asso- 
ciation of Life Underwriters to insure 
a more uniform educational qualifica- 
tion through establishment of the de- 
gree of Certified Life Underwriter. 

Several features of eligibility for ex- 
aminations for this degree are worthy 
of note. Good moral character is as- 
sumed when the applicant is under con- 
tract with a reputable company and is 
licensed to write insurance in his own 
state, though arrangements have been 
made to secure individual credit re- 
ports. At least three years of satisfac- 
tory underwriting experience are re- 
quired, and provision is made for either 
college or high school degrees, or by 
means of acceptable credits in specified 
subjects through home study or college 
extension facilities. Examinations are 
conducted under the supervision of the 
American College of Life Underwriters. 

This program has met with excep- 
tional success, the enrollment having 
shown large increases in each of the 
past five years. Sixty-four universities 
and colleges are cooperating through 
offering the course in full or in part. 

The method and scope of application 
of educational qualifications to future 
official members of our banking and 
trust institutions present interesting, 
if controversial, questions. But in the 
search for means to maintain and fur- 
ther the professional characteristics of 
banking and trust work, the quality of 
personnel is acknowledged to be a 
prime consideration. 
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REFLECTIONS ON THE EXPERIENCE OF TRUST INSTITUTIONS 
IN THE YEAR PAST AND AN ESTIMATE OF THE FUTURE 


By 
H. O. EDMONDS 


President, Trust Division, American Bankers Association and Vice-president, 
The Northern Trust Company, Chicago, Illinois. 


Undoubtedly the year just closed has been the most trying that trust 
institutions have ever known. It witnessed the trying incidents of the bank 
holiday in the spring, with all the inconvenience and uneasiness engendered 
among those dependent upon the income from invested trust funds in the 
hands of trustees. This situation was made easier to bear and many difficul- 
ties were quickly disposed of because of the fine cooperation between the 
Office of the Comptroller of the Currency in Washington and organized 
fiduciary associations in all parts of the country. Acknowledgments are due 
to J. F. T. O'Connor, the Comptroller, and to the diligent efforts of trust 
officers everywhere, through whose efforts remittances of income to bene- 
ficiaries, and the exercise of other trust functions, were resumed as quickly 
as possible. 


In another important respect, the year 1933 saw the adoption of the 
Statement of Principles of Trust Institutions, which has occupied the best 
thought of the Trust Division of the national association for some time past. 
Presenting as it does a statement of ethical principles which should never 
at any time be neglected or overlooked by any faithful trustee, it will tend 
to standardize the quality of trust practice all over the country and to serve 
as a valuable guide to trust men in the management of their business. It is 
now a part of the bankers’ N. R. A. code. 


Trust men generally have been confronted with grave problems in the 
management of trust investments, and the universal shrinkage of all values 
has brought in question the safety of trust funds, even those invested with 
the greatest conservatism. This situation and the increasing difficulties 
attending the management of all property, especially that held in trust, has 
taxed to the utmost the powers and the capacity for hard work of trust men. 
It has also notably increased the cost of managing trust business without 
bringing a corresponding increase in compensation, and indeed in many 
cases has caused a lessened compensation. That the problems of these trou- 
blous times have been met by all good trust men everywhere with diligence 
and devotion to their trusts is the best augury for the future of trust business 
and the best proof of its value to the people of our country. 


With the turn of the year we seem definitely headed towards better 
conditions. While not relaxing vigilant effort, which in the trust business can 
never be relaxed, we can perhaps begin to feel confident that the fight has 
been won. The experiences of these past hard years will undoubtedly prove 
invaluable in the active business life of every trust man. The lessons learned 
must be passed on and used in the training of those who are to come after us. 


LS 





STEADY PROGRESS BY CORPORATE EXECUTORS 
Survey Reflects Increased Activity of Banks in Securing Appointments 
under Wills and Suggests Further Efforts 


BERNARD F. DUNN 
President, Estate Recording Company, Boston 


ecutors, co-executors or administra- 

tors in the transfer of 38.5 per cent 
of the assets of 5,000 estates of $50,000 and 
over, probated during the past three 
years in thirty-two large cities. This gen- 
eral average has shown a steady rise 
each year, reflecting the increased activ- 
ity of banks in securing appointments un- 
der wills. Corporate executors were ap- 
pointed with greater frequency as the size 
of the estates increased. 

The balance of 61.5 per cent of the as- 
sets of these estates was handled by in- 
dividuals, and while the volume of estate 
business going to individuals each year 
has shown a decrease, it is evident that 
the advantages of corporate executorship 
are not yet apparent to many estate own- 
ers, and an extensive field still exists for 
the cultivation of estate business for 
banks and trust companies. 

Of even greater interest is the wide va- 
riation which is found among the large 
cities in regard to the volume of estates 
handled by local corporate executors. 

In the list of thirty-two cities covered, 
New England cities show up well with 
Springfield, Hartford, New Haven, 
Bridgeport and Providence ranking high 
above the general average for the coun- 
try, along with Philadelphia, Minneapo- 
lis and Detroit. Springfield, Mass., where 
71.3 per cent of all estate assets probated 
were handled by corporate fiduciaries, 
leads the list of cities, with one Spring- 
field bank securing approximately 75 per 
cent of all the estate business going to 
banks. New York City, with a rating of 
32.3 per cent, is below the general aver- 
age, while Chicago, with a rating of 43.8 
per cent ranks above the average. 

The complete list of cities is given be- 
low. It should be noted that the percent- 


(Centers, fiduciaries acted as ex- 


ages are based, not on the number of ap- 
pointments but on the gross value of the 
estates handled by corporate executors in 
each city. 

PER CENT 

Springfield, Mass 713 

I CONN ns oc ove mcr nmrheaen 66.5 

eo eres 65.1 

Minneapolis, MMR. . 26. .ccccscses 

New Haven, Conn 

Bridgeport, Conn. 

Providence, R. I 

Detroit, Mich. 

St. Louis, Mo 
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po A Se Ee rere ree 38.2 

WR BOE. foes cescaxGscedecux 36.2 

Cleveland, Ohio 36.0 

Syracuse, N. Y 35.8 

EOE. Re CEs 665.5 e05e ec caasoue 33.7 
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Cincinnati, Ohio 32.1 

I Se IS 0s aacaie's aes cweiole 31.5 

SG II aiéiiva «d's are cos unearned 31.1 

Sem Deane, “Cal. so -cscsccwswns 30.7 
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pi rrr eh 25.4 

Portland, Ore. 

St. Paul, Minn 

Pe IE © 6:66 6s wciaip cen weet 

Albany, N. 

Columbus, Ohio 

Milwaukee, Wis. 

Naturally, the volume of potential es- 
tate business which banks in the above 
cities have on their books is not indi- 
cated in these figures, as only the actual 
estate assets probated are available for 
comparison. 

The detailed figures for New York City 
may prove of more than local interest. 
In that city, 1,542 estates of $50,000 and 
over were recorded, their gross valuation 
totalling $716,909,070. While corporate 
executors handled 32.3 per cent of the 
value of these estates, they were named 
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in.only 24.5 per cent of the number of 
estates. This volume going to corporate 
fiduciaries was widely distributed among 
nineteen banks and trust companies. One 
institution secured 24.8 per cent of this 
volume and the balance was more evenly 
shared by the remaining banks, none re- 
ceiving more than 10 per cent. Approxi- 
mately $4,600,000 was paid as commis- 
sions to the New York banks acting as 
executors and administrators of these es- 
tates and $9,700,000 was paid to indi- 
viduals. 

The average size of estate settled by 
banks in this survey of New York City 
estates was $612,000, while the average 
size of estate settled by individual execu- 
tors was $417,000. High averages such as 
these were not approached in any other 
city. The average size of estate handled 
by four banks was more than $800,000, 
the highest average attained being $889,- 
812. Despite these high averages in New 
York City, all of the banks there settled 
some estates of $50,000 or less. 


Distribution of Inherited Wealth 

A relatively high percentage of inher- 
ited wealth goes to women, and while this 
fact has long been accepted, few, perhaps, 
would place the percentage as high as 
the 63.1 per cent which prevailed in the 
5,000 estates analyzed. Men received 
slightly more than one-third of the in- 
herited estates, 34.8 per cent, and the bal- 
ance of 2.1 per cent was recorded as go- 
ing to charitable and educational insti- 
tutions. ' 

The cumulative effect of this high 
percentage of inherited property being 
vested in the hands of women makes them 
a significant factor in personal trust 
work. Trust companies which have pro- 
vided special facilities and departments 
for women clients recognize the import 
of this flow of wealth, and trust company 
advertising should and frequently does 
present the advantages of trust services 
from the woman’s viewpoint. 

It is not difficult to analyze the reasons 
for this high percentage of wealth to 
which women are heir. Generally speak- 
ing, created wealth is in the hands of men 
and inherited wealth in the hands of 
women, for when a man plans the distrib- 
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ution of the estate he has accumulated, 
he usually wishes to leave it to those 
least able to survive comfortably on their 
own earning power, such as his wife, 
mother, daughters, sisters and nieces. 
Similarly, women estate owners recognize 
this situation and are apt to leave a high- 
er percentage of their property to women 
than to men. 


Economy of Corporate Executorship 

Trust officers commonly have felt that 
their services as executors of estates pro- 
vided more economical administration 
than similar work done by individuals, 
and the results of our analysis of 5,000 
large estates shows that, as a whole, 
those estates which enjoyed corporate 
executorship during their transfer depre- 
ciated 2.3 per cent less than estates set- 
tled by individuals. As shown further on, 
the average executor’s fee for all estates 
analyzed was 2.2 per cent. 

Thus one may draw the conclusion that, 
for the group of estates studied, trust of- 
ficers saved their clients’ estates an 
amount greater than their fees as execu- 
tors, inasmuch as the average saving for 
the group of estates more than covered 
the average fee paid to executors. It 
should be strongly stressed, however, that 
this average saving of estate transfer 
costs by corporate executors is no guar- 
antee of similar savings in any particu- 
lar estate. No client for personal trust 
services should be led to believe that the 
same saving will absolutely follow in his 
estate as the varying factors in every es- 
tate are too complex to allow of any guar- 
anteed economy in administration. 


However, this relative reduction in es- 
tate transfer costs found in estates set- 
tled by corporate executors is too consis- 
tent not to be emphasized to trust pros- 
pects as being an actual record of what 
has transpired and a reasonable indica- 
tion of what will continue to occur under 
corporate executorship. There are many 
valid reasons for this saving, each reflect- 
ed in a smaller average percentage of 
state inheritance taxes, federal estate 
taxes, legal fees, claims and administra- 
tion expense in estates handled by banks. 
The estate planning work performed for 
estate owners by trust officers shows its 











effect in a slightly reduced average for 
inheritance taxes, the experience of the 
personnel of the modern trust department 
plus its equipment provides for lower ad- 
ministration and legal expense and the 
careful scrutiny of claims by the corpo- 
rate executor results in a generally lower 
percentage for these liabilities than in 
the case of individual executors who are 
frequently anxious to settle any claims 
presented to them without requiring 
proof of their validity. 
Analysis of Estate Assets 


An extensive study was made of the 
assets of the 5,000 estates analyzed, the 
results confirming the convictions of 
many as to what the average estate con- 
sists of. The estates were divided into 
fourteen size groups, ranging from $50,- 
000 to $10,000,000. Naturally the percen- 
tage of asset elements varied consider- 
ably in these groups, the items of cash, 
stocks and real estate showing decided 
trends while the percentages of bonds, 
notes, mortgages and miscellaneous as- 
sets were less mobile. Life insurance 
payable to named beneficiaries or trus- 
tees was not available for this study. 

Stocks comprised the largest asset clas- 
sification in every group, ranging from 
30 per cent in the smaller groups to over 
60 per cent in the larger groups. 

Bonds provided the second largest in- 
vestment outlet to the average estate 
owner, increasing from 15 per cent in the 
$50,000 group of estates to 22 per cent in 
the larger groups. 

Real estate came third in popularity 
for the entire group. Small estates ap- 
proximated 25 per cent, but this percent- 
age dropped steadily as the size of the 
estates increased, averaging 6 per cent 
for the million dollar groups. 

Cash constituted 10 per cent of the $50,- 
000 estates, much higher than in the larg- 
er estates where this asset amounted only 
to 3 per cent, decreasing as the size of 
the estates increased. It is probable that 
large estate owners found it easier to 
keep their funds invested than did small 
estate owners, who also may have felt a 
greater need for available cash. 

For the entire group of estates, the as- 
set elements average as follows: 
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As a group, the estates lacked wise di- 
versification of assets, the top-heavy item 
of stocks being responsible for severe de- 
preciation in the value of the estates. The 
small amount of cash was of feeble assis- 
tance to the executors who needed an av- 
erage of 17!1 per cent in cash to pay the 
transfer costs. 

There were several well-known estates, 
the assets of which proved an interesting 
study. The attorney, Lewis Cass Led- 
yard, who died in January, 1932, left an 
estate valued at $10,820,000; $9,621,000 
was in securities, $743,000 in cash and 
$456,000 in art objects and miscellaneous 
assets. 

Colonel William B. Thompson, engineer 
and banker, left an estate of $18,284,000 
when he died in June, 1930, the securities 
alone having a valuation of $16,680,000. 
Other assets included $1,000,000 in real 
estate, $147,000 in cash, $300,000 in art 
objects and $157,000 in miscellaneous 
property. Incidentally, this estate was 
estimated to be worth $85,000,000 at the 
time the decedent died. 

Jackson Johnson, late chairman of the 
International Shoe Company of St. Louis, 
left an estate of $5,200,000 consisting of 
stocks in the amount of $4,596,000. 

The estate of Van Lear Black, who was 
managing owner of the Baltimore Sun, 
consisted chiefly of stocks and bonds val- 
ued at $2,000,000 at the time of his death. 

Although Ralph B. Peck, former presi- 
dent of Arnold Constable & Company in 
New York City, in his will directed that 
his widow was to be paid $5,000 upon his 
death and $10,000 within sixty days, and 
that the residue of his estate was to be 
used to create a trust fund from which 
his widow would receive an annuity of 
$12,000 and his sister an annuity of $5,000, 
a statement filed in Surrogate’s Court by 
his widow showed that he left total as- 
sets of $3,042, and liabilities of $4,629. A 
top-heavy investment in stocks is said to 
have caused the insolvency of his estate. 











Analysis of Estate Liabilities 


A study was made of the various ex- 
penses, or liabilities, which had to be 
paid in order to settle each estate, and 
averages determined for each of the four- 
teen size groups so that any estate owner 
might observe not only the type of liabili- 
ties which his executor must pay, but 
also the approximate amounts. 

State inheritance taxes constituted a 
chief item of expense, averaging 1.5 per 
cent in the $50,000 group of estates, but 
increasing steadily to 5 per cent in the 
larger classifications, inasmuch as state 
inheritance tax rates increase with the 
size of the bequests. 

Because few large estates of decedents 
dying after the enactment of the Revenue 
Act of 1932 have yet been settled, the ad- 
ditional federal estate tax levied by that 
act is not reflected in our averages for 
this group of 5,000 estates. The average 
Federal Estate Tax paid on these estates 
represents that of the Revenue Act of 
1926. This tax was not of serious conse- 
quence in the smaller estates, but rose 
to an average of 3 per cent for the large 
estates in excess of a million dollars. 

The average executor’s fee, or commis- 
sion, showed a slight tendency to increase 
as the size of the estates increased, rising 
from about 2 per cent for the smaller es- 
tates to 2.6 per cent for the larger estates. 

On the other hand, the percentage of 
legal fees declined from 2 per cent for the 
$50,000 group to 1.3 per cent for the larg- 
est group. 

All other charges incurred in the trans- 
fer of estates, other than the taxes and 
fees already mentioned, were considered 
as administration expense, and as the 
amount of many of these charges was the 
same in both large and small estates, the 
average percentage in relation to the 
value of the estates was large (35 per 
cent) in the small estates and relatively 
unimportant (1 per cent) in the large 
estates. 

In general, the amount of debts,. or 
claims against the estate incurred prior 
to death, was larger than any of the 
above classifications. While debts, pay- 
able whether the estate owner lived or 
died, are not to be construed as an ex- 
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pense of transferring his estate, the fact 
remains that death usually necessitates 
their prompt payment and the executor 
needs cash to pay them as well as the 
other items of expense. The average es- 
tate proprietor incurs debts anticipating 
that he will pay them out of his income, 
and not with the thought that the exec- 
utor of his estate will have to pay them 
out of estate assets. The percentages of 
debts did not vary greatly for the four- 
teen groups of estates, never averaging 
less than 5 per cent nor more than 7 per 
cent in the group of $10,000,000 estates. 

The average total shrinkage for the 
group of $50,000 estates was approxi- 
mately 15 per cent, and the average in- 
creased from this figure as the size of the 
estates increased until it reached 24 per 


cent in the group of $10,000,000 estates. 


This average would be even higher if 
the additional estate tax imposed by the 
Revenue Act of 1932 was added. 

For the entire group of estates, the li- 
ability elements averaged as follows: 
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The estate of Russell A. Alger of De- 
troit, who left $10,359,000, had total lia- 
bilities amounting to 26.8 per cent of the 
gross estate. The inheritance and estate 
taxes exceeded $1,180,000, executor’s and 
attorney’s fees $100,000, administration 
expense $32,000 and the debts $1,400,000. 
There was $44,398 in cash to meet these 
charges. 

The silk manufacturer, Charles K. 
Eagle, left a gross estate of $3,921,000, but 
debts of $3,610,500, commissions of $78,- 
000, counsel fees of $75,000 and adminis- 
tration expense of $16,400 reduced the 
estate to $141,000. 

An extreme instance of shrinkage was 
found in the estate of Abraham L. Er- 
langer, theatrical producer, who was 
thought to be worth $75,000,000 when he 
died in March, 1930. Two years later, the 
administrator of his estate filed an inter- 
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mediate accounting listing the assets as 
$124.20 in cash and $1,270,000 in uncol- 
lected or uncollectible debts, while 
claims against the estate totaled $7,019,- 
000. 

Average Cash Deficiency 

Considering this group of 5,000 estates 
as a Single estate, its executor was faced 
with the problem of paying in cash 17.1 
per cent of its gross assets in order to 
settle the estate, and he had an average 
of 4.1 per cent cash to start with, neces- 
sitating the sale of other assets to pro- 
vide the balance of 13 per cent cash need- 
ed. While we have no accurate means of 
measuring this additional shrinkage in- 
curred by the generally forced sales nec- 
essary, it is safe to assume that it was 
substantial. 

In the groups of estates averaging over 
a million dollars, the cash deficit was 
even greater, as the available cash was 
3 per cent and the shrinkage 24 per cent. 
Presumably, many of the estates analyzed 
had the advantage of life insurance funds 
provided for the purpose of paying the 
estate liabilities, but such information 
was not available for our study. 

Some estates were found with ample 
amounts of cash to pay the expenses of 
their settlement, but these were far from 
being the majority. By far the greater 
number of estates suffered cash deficits. 

John F. Archbold, who died in New 
York City in 1930, left a gross estate of 
approximately $15,000,000, $177,000 of 
which was in cash. His estate liabilities 
totaled over $3,000,000. 


The increasingly important contribution of 
trust company services to the financial wel- 
fare of the Dominion of Canada is shown by 
the large growth in the volume of funds 
under administration by Canadian trust in- 
stitutions. A recent compilation made by the 
“Monetary Times’ of Toronto shows es- 
tates, trusts and agencies valued at $2,271,- 
000,000 being administered at the time of the 
latest available figures for 1933, by fifty-nine 
companies. 

Excellent progress is noted from reports 
of the Superintendent of Loan Corporations 
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George H. Earle of Philadelphia left 
$13,000,000, $211,000 of which was cash 
to meet total estate expenses of $3,400,000. 

Arnold Rothstein of New York left an 
estate valued at $5,000,000 when he died 
in 1930, yet the administrators of his es- 
tate, in their petition to the Surrogate’s 
Court for an extension of time in which 
to file an accounting, stated the decedent 
left only $50 in cash, the bulk of the es- 
tate consisting of real estate. 


An example of an ample cash surplus 
is found in the estate of Dr. Richard F. 
Penrose of Philadelphia, who left assets 
valued at $10,000,000, $38,360,000 being 
cash in banks and brokerage houses. This 
is thought to be the largest amount of 
cash ever left in an American estate. 


Perhaps the most general condition 


found in estates being settled today, and ~ 


significant of what estate owners have 
been experiencing the past few years, is 
the poor character of assets turned over 
to the families of decedents. Generally 
the better securities have been liquidated 
and the beneficiaris find themselves recip- 
ients of bonds, often defaulted as to in- 
come if not principal, common stocks 
greatly depreciated in market value, divi- 
dend-deferred preferred stocks, income- 
impaired real estate, the taxes and ex- 
pense of which are usually a burden and 
unpaid notes and mortgages. There is a 
tremendous need for life insurance trust 
funds to carry such families through the 
period when these inherited assets are 
not producing income. 





PROGRESS OF CANADIAN TRUST COMPANIES 


in the Province of Ontario, which recorded 
the value of estate, trust and agency funds 
administered by reporting trust companies 
as $2,056,781,902 at the end of 1932, com- 
pared with $1,627,880,219 on December 31, 
1929. This increase of 429 millions is the 
more remarkable in view of the universal 
decline in values during depression years, 
especially as the corporate fiduciary idea is 
relatively new in Canada, only twelve of 
these trust companies had been organized 
prior to 1900, the oldest being the Toronto 
General Trusts Corporation, in 1882. 
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RECODIFICATION OF BANKING STATUTES NEEDED 


Thorough Study by Competent Commission Should Precede 
Changes in Direction of Unification 


H. PARKER WILLIS 





HE question of a “unified” banking 

system has been under advisement 

more or less sporadically, both in 
Congress and in private discussion for a 
number of years. Our banking troubles 
during the past two or three years have 
naturally brought it again to the front. 
Perhaps from some points of view, the 
present would be a very favorable time 
to carry through such a project. There 
would be likely to be fewer vested inter- 
ests in opposition to it and considerably 
less friction concerning the whole opera- 
tion. On the other hand, such a process 
of unification today would encounter dif- 
ficulties of its own, and the general judg- 
ment of an observer is almost necessarily 
to the effect that nothing of the kind is 
to be undertaken, if only as a result of 
the fact that it would involve a great 
deal of constructive effort based upon a 
perfectly different conception of what is 
called for than is likely to be had in the 
future. It would seem, therefore, that 
the question of banking unification is 
likely to be deferred for an indefinite pe- 
riod; and yet, the fact that it so con- 
stantly recurs, means that the banking 
community ought to try to make up its 
mind about it, and if possible to take the 
steps that are necessary to work toward 
such unification if on the whole the idea 
finds approval. 

Two factors are, in a certain sense, 
tending to bring about a certain kind of 
a unification already. One is the guaran- 
teeing of bank deposits; the other is the 
fact that the Government has become a 
stockholder in several thousand banks 
through the purchase of their preferred 
stock. Both changes tend to introduce a 
more uniform and standard type of over- 
sight and management, and both changes 
are calculated to “iron out” in the proc- 
ess of time, differences in portfolio com- 
position and in type of management. 








There is, however, nothing in the nature 
of either movement that really goes to the 
root of the matter in the sense in which 
the subject has been discussed at other 
times. We may, therefore, dismiss the 
guaranty of deposits and the government 
ownership of preferred stock as nothing 
more than incidental or superficial fac- 
tors in the case. 


Definition of ‘‘Unification”’ 

What is meant by unification? To many 
the word simply seems to imply the ap- 
plication of an identical type of examina- 
tion or oversight. To others, the term 
seems to mean a rearrangement of bank- 
ing functions so that they will be har- 
moniously developed. At the present mo- 
ment we have some few banks that are 
purely “commercial,” without any sav- 
ings department, without trust depart- 
ments, and without any combination of 
investment banking. We have other banks 
that actively prosecute all these different 
phases of banking. In the state systems 
we have savings banks, mutual savings 
banks, trust companies that are so in 
fact as well as in name; commercial 
banks which have trust functions, and 
trust companies that have taken on com- 
mercial banking as a side issue. Many 
investment banks do a deposit business 
“on the side,’ and many commercial 
banks are incidentally engaged in invest- 
ment banking when there is a profitable 
“deal” to be “put over.” Harmonious or- 
ganization of banking under these condi- 
tions ought to imply three things: (1) 
Classification of these functions upon a 
self-consistent basis; (2) Assignment of 
oversight of given functions to given 
grades of government; and, (3) termina- 
tion of overlapping and conflicting gov- 
ernment supervision. 

The plan that has been suggested by 
Owen D. Young to the Senate Banking 
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and Currency Committee, about two years 
ago, would have called for legislation de- 
signed to prevent the states from charter- 
ing or supervising banks that exercised 
the deposit function; while it would have 
taken away from banks under national 
control the exercise of trust and savings 
bank functions. The result would have 
been a body of “national banks” devoted 
entirely to the taking of deposits, and a 
body of “state banks” devoted either to 
the exercise of fiduciary functions (trust 
companies) or to the taking and manage- 
ment of savings or, perhaps, to a combi- 
nation of the two. In some respects this 
would have been a very long step toward 
the solution of the problem, but it 
would have involved its own difficulties. 
Other plans that have been suggested 
would involve leaving supervision as at 
present, but the development of an under- 
standing between the federal government 
and the states whereby a practically uni- 
form banking act would be adopted in 
much the same way as the Uniform Nego- 
tiable Instruments Act has been secured, 
through joint action of the various legis- 
latures. 

This seems at first sight to be a matter 
of considerable difficulty, but already so 
much progress has been made in the di- 
rection of standardization of banking 
legislation that the process would not be 
so long-drawn. The matter which would 
give the greatest trouble is not the sepa- 
ration of supervisory authority—the giv- 
ing up of deposit control by the states or 
the retransfer of power to exercise trust 
functions away from national banks and 
into the hands of state banks. The actual 
trouble is found in the separation of the 
functions among the banks. 

The Banking Act of 1933, in order to 
take some step in the desired direction, 
orders the separation of investment bank- 
ing from commercial. This has already 
been the target of severe criticism, and 
it is doubtful how far the terms of the 
banking act are likely to be applied in 
good faith. In order to make them suc- 
cessful the plans will have to be worked 
out in much more detail instead of being 
generally specified in broad terms. 
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California System a Possible Model 

Possibly the most feasible way of mak- 
ing a real start may be found in the 
adoption of the California system, where- 
by the different banking functions—de- 
posit banking, investment banking, trust 
company or fiduciary banking, and sav- 
ings banking, are “segregated,” and al- 
though conducted under a single board 
of directors, are, carried on as separate 
entities with segregated assets and lia- 
bilities. If some such plan could be ap- 
plied generally it would be a long step 
ahead of the present situation, and at 
the same time it would not attract to it- 
self the opposition invariably heard when 
it is proposed, to put given functions into 
the hands of national institutions; or 
when it is provided, say, that deposit and 
investment banking may be carried on 
under the same jurisdictions but only by - 
separate corporations. 

It is evident that to bring about the 
actual adoption and application of even 
the most modest of these proposed meas- 
ures would involve some very serious dif- 
ficulties. 

First of all any proposal to alter the 
scope of the business and transactions of 
any bank inevitably involves changes in 
business relationships and opportunities 
for profit that are likely to prove incon- 
venient if nothing more. Business is a 
slow and evolutionary growth. It is sel- 
dom possible simply for a bank to sur- 
render certain phases of its activity with- 
out damage to the others. Such a re- 
quirement is sometimes legitimately made 
as in the case of the Banking Act of 1933 
where the abuses of the affiliate system 
had gone so far as to require a kind of 
major financial surgery. The process of 
separation is, however, never wise ex- 
cept as an extreme remedy, and to apply 
it upon the scale that would be necessary 
to bring about a unification of banking 
functions would cause a far greater and 
more general reorganization of banking 
than was ever thought of by the banking 
act of 1933. 


Questions Wisdom of Segregation 
There is, moreover, some reason to 
question whether the kind of unification 
which would, say, exclude national banks 
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/ from the exercise of trust and savings 
functions would be altogether wise. The 
reason for giving these functions to the 
national banks in the first place was, of 
course, that a need for them existed. The 
step was doubtless unwise as was then 
thought by many, and as facts have since 
conclusively shown; and yet, there was 
a reason for it in a good many states. Lo- 
cal legislation has not been satisfactory 
and in some practically no provision for 
the exercise of fiduciary functions has 
been provided. In such states the nation- 
al banks which have trust departments 
and savings windows may supply a very 
useful service. Merely to cut off such 
service and put nothing in its place 
would hardly be a constructive way of 
dealing with the banking situation. 


In a somewhat similar fashion, it is to 
be admitted that not a few trust com- 
panies which now have a technical de- 
posit banking function might find them- 
selves a good deal crippled if they were 
obliged to surrender it merely due to the 
necessity of an abstract desire for unifica- 
tion. They took on deposit banking func- 
tions in the first place because their custo- 
mers found it convenient to have them do 
so. To give them up now would probably 
cause a greater inconvenience than that 
which was the original reason for taking 
them on. This is merely another way of 
saying that in many states the banking) 
system has not adapted itself fully to the 
needs of the community so that reforms 
can hardly be brought about by arbitrary 
changes in organization. The banking 
structure of the United States has been 
so greatly crippled and curtailed as the 
result of bank holidays and closings that 
it is in a less favorable position to cope 
with any such. change as is thus indicated 
than perhaps, at any time in the past. 
It is this fact which renders the actual 
undertaking of measures for the re-classi- 
fication of banking, so very difficult; and 
suggests that simply to make an artifi- 
cial segregation of functions as between 
state and federal governments might be 
an apparent reform that would cause a 
great deal of unnecessary business suffer- 
ing. The other alternative already sug- 
gested—that of attempting to bring about 


state legislation on a uniform basis and 


‘to adopt something like the California 


plan for segregation of functions, even 
under single ownership, appears at the 
present time to be greatly more feasible 
than the alternative suggestion. Those 
who have advocated the immediate con- 
solidation of all banking functions in the 
hands of national banks so that deposit 
banking could be carried on only under 
federal supervision have recommended 
that in carrying out any such plan, Con- 
gress enforce its authority by the use of 
its power to tax, upon the theory that 
deposits and checks drawn upon them 
constitute a modern form of currency, 
and as such fall within an undisputed 
range of power possessed by Congress. It 
would remain to be seen how far our 
Supreme Court would be willing actually 
to accept any such theory, and during 
the interim there might be a period of 
considerable uncertainty and disturbance 
of bank operations. 


Recodification of Banking Laws Needed 


The truth is that the discussion of the 
unification of American banking is not 
a matter which can be approached in any 
fixed or arbitrary way if real success be 
the desideratum. Such unification after 
all must be the outgrowth of sound man- 
agement. The thing that is fundamen- 
tally needed at the bottom of our banking 
system is a general revision of our bank- 
ing laws, intended to codify them and to 
omit obsolete, needless and self-inconsis- 
tent items of legislation; while adapting 
the remaining structure to current needs, 
bringing it up to date and inserting the 
necessary new provisions to make the old 
ones effective. 

This is another way of saying that a 
recodification of our banking statutes is 
desirable — entirely apart from any 
changes that may be thought of in struc- 
ture or any modification of the theory of 
banking under which we have been work- 
ing. In order to get such a result a very 
extensive and careful study of banking 
ought to be made. In the course of such a 
study and largely as an outgrowth of it, 
methods might easily enough be found 
for bringing about changes looking in the 
direction of unification, while smoothing 
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away the elements of friction and diff- 
culty which have lain at the root of the 
present troubles and out of which has 
grown the demand for unification. 

Turn this statement around and it is 
equivalent to a suggestion that before we 
attempt banking unification we attempt 
complete recodification of our banking 
laws; the unification to be the outgrowth 
and incident of an underlying and thor- 
ough-going reform and revision of pres- 
ent method. 

Such a change as this would put the 
unification demand into an entirely dif- 
ferent light. It might eliminate or at 
least effectually reduce, the necessity for 
the movement on any basis; it would cer- 
tainly throw an entirely new and differ- 
ent light upon the technique of unifica- 
tion and it would in all probability ren- 
der the process of unification simpler and 
easier. 

There are many different ideas about 
the unification problem. There should be 
none on the part of reasonable men about 
the necessity of a survey and recodifica- 





URING the entire financial history 
D of the United States there has nev- 

er occurred a governmental even- 
tuality which created more direct bank- 
ing interest than the present. Unques- 
tionably, there have been times in the 
past when bankers have looked to Wash- 
ington with approbation or apprehension, 
on their own account or the account of 
customers’ interests, but never before has 
the influence of the national administra- 
tion been more vital, or more apparent, to 
the entire banking structure of the na- 
tion than it is today. 

I do not mean that this observation of 
Washington affairs is actuated by the 
daily news reports of investigations and 
inquiries into previous machinations of 
private banking groups and houses of is- 
sue. It is intensified by the fact, which 
every banker knows,.that although the 


COMPANIES 





PERRUREUURCURUSRORERREREREUREACEOSEOCRCOECCOUESCSCECEACCCRARERAICEOCREAURREREAE CR CORSRREREERRERUSURECRERESEAREEAEAETSRSUACSSRSRREREEREORREEEROOD 


FAVORS SYSTEM OF INTERNAL SEGREGATION 


WILL F. MORRISH 
President, Bank of America, N. T. and S. A. California 









25 








tion of our banking laws. Congress might 
well bring the matter to a head by au- 
thorizing the appointment of a competent 
banking commission to consist of in- 
formed men, directed to report within a 
reasonable period and limited in their ex- 
penditures to a very modest sum neces- 
sary for clerical and research work. To 
such a body or commission it might very 
properly be suggested that they report re- 
garding the feasibility of the matter and 
the ways in which the desired object 
could be accomplished if thought desir- 
able on any score. There should be no 
reasonable objection in any direction to 
such a step provided that the men com- 
posing the proposed commission be ¢a- 
pable, without artificial bias and with- 
out “axes to grind.” It would be a diffi- 
cult thing to get a commission of this 
kind under government auspices, but cer-. 
tainly not an impossible one. Unification 
of American banking might then be laid 
aside as a subject of discussion until such 
time as the commission in question had 
reviewed the whole situation. 






National Banking Act of 1933 met the 
popular demand for reform measures, 
further restrictive moves undoubtedly 
will be considered at this session of the 
Congress which might change the com- 
plexion of his operating picture irrevo- 
cably. 


Possible Excesses Seen as Menace 


There has been, and there can be, no 
quarrel with the motivating spirit be- 
hind the promulgation of the Banking 
Act of 1933. The evils which scrawled 
ugly connotations on the record of Ameri- 
can banking have been well aired, and, to 
a gratifying extent, eradicated. The leg- 
islative maneuvering which brought the 
necessary permissive and restrictive laws 
into operation must evoke only praise 
from any self-respecting member of the 
banking profession. There is, however, 
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one danger: What began as a progressive 
governmental campaign to align the na- 
tion’s banks in the furtherance of the 
public welfare might conceivably degen- 
erate into an orgy of legislative pater- 
nalism. 

Past history indicates this as a danger. 
There is a tendency on the part of legis- 
lators to deduce that if one restrictive 
law is good, two restrictive laws are 
twice as good. The deduction is as falla- 
cious as if it were applied to medicine— 
and most of us would eat any number of 
apples to keep away the doctor who fol- 
lowed that theory in the administration 
of his drugs. 

We do not know for certain that this 
session of Congress will attempt bank 
legislation which will overdo the good 
work performed at the last session, but 
there is some evidence that consideration 
is to be given to one measure which, in 
my opinion, would be detrimental to the 
interest of the banks and of the public: 
The segregation of presently operating 
commercial, savings and trust depart- 
ments of banks into separately organized 
and separately operated institutions. 

I do not foresee that this move will 
make much headway, but in advance of 
its prospective consideration, I welcome 
the opportunity to lend my voice in op- 
position to its major premises. 


Segregation Arguments Examined 

It has been said by the proponents of 
segregation that the commercial, savings 
and trust departments of a bank fulfill 
functions so divergent that they cannot 
all live in harmony beneath one banking 
roof. They advocate complete divorce- 
ment of the three in the interest of great- 
er specialization and clarification of func- 
tion in the public mind. 

Let us examine their arguments. They 
depose, by way of defining “function,” 
that commercial banking finances com- 
merce through the utilization of the tem- 
porarily idle operating funds of patrons 
and proceeds of unextinguished credits 
extended to depositors, while savings 
banking operates in the field of invest- 
ment, financing the ownership of fixed 
capital in process of use by utilizing the 
investable capital accumulations of small 
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investors. Trust business, they maintain, 
is a thing entirely apart from these func- 
tions, safe-guarding accumulations under 
a sacred, imperishable stewardship. 

From the standpoint of remuneration, 
they claim, savings and commercial bank- 
ing also differ markedly. The savings de- 
positor wants interest on his deposit as 
a fair return on his money. He seeks safe- 
ty of principal, but rarely demands loan 
accommodations. The commercial depos- 
itor, also demanding safety of principal, 
sacrifices interest for the two compensa- 
tions of credit privilege and the conve- 
nience of effecting immediate withdrawal. 

The desire to avert a tendency to mix 
the functions of commercial and savings 
banking and the fear that trust adminis- 
tration may suffer from the influence of 
other banking activities constitute the 
basis for the arguments of the segrega- 
tion proponents. There is justification 
for the desire to block any such contin- 
gencies, but where the segregationalists 
err is in the supposition that the block- 
ing can only be accomplished by complete 
separation of the three departments into 
disassociated institutions. 


California Experience Cited 

This supposition is unwarranted, and 
the history of California banking proves 
it. Granting that the three banking func- 
tions must be kept apart, there is no need 
to inconvenience the customer to the ex- 
tent of making him divide his banking 
business among three separate institu- 
tions. It would be just as logical to de- 
mand that he patronize three butcher 
shops to buy lamb, veal and turkey. 

Granting that commercial, savings and 
trust are separate banking functions, 
there is no defensible reason for setting 
up three separate institutions to exercise 
them. Departmentalization within one 
institution meets the need satisfactorily, 
without adverse effect upon the interest 
or convenience of the customer. 

In California, a customer doing com- 
mercial, savings and trust business with 
any one bank actually has his affairs in 
the hands of three distinct operating 
agencies, departmentalized by function, 
but housed in the same building, known 
by the same name. The customer succes- 
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sively accepts the service of these depart- 
ments because of his favorable contact 
with the bank and its executives. Usually 
his experience has some such chronology 
as this: 

As he begins his business career, he 
selects a bank with which to open a com- 
mercial account. Logically, his credit 
needs are met by the same institution. 
; When his business brings him sufficient 
4 funds, he opens a savings account to safe- 
guard his accumulation and to bring him 
/ interest income. 

By this time he has come to regard the 
institution which handles his commercial 
and savings business as having a definite 
affiliation with his affairs. He speaks of 
q “my bank,” and of the member of the in- 
stitution’s staff whom he contacts most 
frequently as “my banker.” Naturally, 
when his accumulation reaches propor- 
tions which lead him to consider the ar- 
rangement and disposition of his estate, 
he goes to the banker whom he knows 
best, and whom he knows to be most fa- 
miliar with his affairs, to obtain the type 
of counsel which in the past has proved 
adequate in conducting his business. 

He therefore selects the same bank to 
act in a fiduciary capacity for the han- 
dling of his trust business. He may not 
know that he is dealing with three de- 
partments separated by law. He is not 
concerned about it. He only knows that 
his banking business is centralized in one 
institution, and that from his standpoint 
it is being transacted effectively and effi- 
ciently. 
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Departmental System Outlined 


The departmental system, although op- 
erative in other states, is generally as- 
sociated with the California Bank Act 
of 1909, of which it is a fundamental prin- 

ciple. Under the provisions of the Cali- 
i fornia law, it is specifically provided that 
savings banking, commercial banking and 
trust company activities may be prac- 
ticed by one corporation duly organized 
for the purpose, provided that the depart- 
ments, and their assets, are entirely seg- 
regated. 

Capital requirements for each depart- 
ment are specified in the law, based upon 
population in the bank’s field of opera- 
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tions. Capital and surplus allocated to 
each department cannot be re-segregated 
without the approval of the State Super- 
intendent of Banks, and aggregate depos- 
its which may be accepted by the com- , 
mercial and savings departments as well 
as loaning limits to borrowers, are based 
upon capital and surplus allocations. 

Reserves are required to be separately 
figured and separately maintained against 
each department’s deposits, with different | 
requirements-in force in recognition of 
the distinction between the classes of 
business performed. Interdepartmental 
deposits between savings and commercial v 
departments are prohibited, although 
trust funds may be deposited by the trust 
department with either of the other two 
departments. 

Cash, securities and property of one 
department must be kept apart from 
those of another department, and all as- 
sets of each department are held solely 
for the repayment of its own claims un- 
til such claims are paid in full. After 
full payment, in the event of liquidation, 
any overage of assets may be used to sat- 
isfy claims against another department. 

The separation of trust departments 
from savings and commercial depart- 
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ments under California law amounts to 
the establishment of a complete entity 
within the banking institution. Restric- 
tions are rigorous, in consonance with 
the department’s fiduciary functions. Op- 
erations are under the jurisdiction of the 
State Superintendent of Banks, and re- 
ports are rendered on a separate basis. 
The system of internal segregation of 
departments in California and in the oth- 
er states where it is operative has been 
found to be adequate; the only major 
drawback, if it be a drawback, being the 
increased work of accounting necessitated 
by the segregation of general ledger and 
control accounts. This disadvantage is 
far outweighed by the benefits of the sys- 
tem, and does not affect the bookkeeping 
of the bank as a whole adversely. The 
California law peymits the computation 
of earnings and expenses in one depart- 
ment, where all bills are likewise paid. 
Now, there is adequate justification for 
separation of the three departments of a 
banking institution along the lines 
sketched above, but where is the logic of 


assuming that because departmentaliza- 
tion was a good move, complete divorce- 
ment of the departments into three sepa- 
rate institutions would be a better move? 

First, the convenience of the customer 
dictates negation of any such program. 
Under three roofs he will obtain no bet- 


ter banking service than is available to- © 
day in departmentalized form. Institu- 
tional segregation can gain him nothing 
but exercise. 


Second, no advantage to banks exists in 
a program of institutional segregation to 
outweigh the added expenses entailed— | 
the inevitable increase in overhead which 
sound bankers today are devoting valu- 
able time and effort to reduce. 


Third, segregation of commercial, sav- 
ings and trust institutions would be an 
anachronism, a policy out of step with 
the times both from the standpoint of 
political science and of banking public 
relations. 

Under the existing administration pol- 
icy, clarified by the presidential attitude 
since the adjournment of the last session 
of Congress, self-regulation of industry 
and business is a keynote of present-day 
doctrine. The segregationalists would es- 
chew this paramount privilege. 

Sound public relations programs of 
banks today embody the cardinal prin- 


‘ciple of increasing convenience to the 


customer. The banker should view 
askance any move in the opposite direc- 
tion. He is wooing today the favor of shy 
public approval. He must not be ham- 
pered in his suit by the irate paternalism 
of righteously mistaken legislation. 
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JOHN M. MILLER, JR. 
President, First and Merchants National Bank of Richmond, Va. 


r YHE compulsory separation of trust 
departments from financial institu- 
tions doing a commercial banking 

business would, in my opinion, be very 

detrimental. 

The result, I fear, would be to elimi- 
nate trust institutions everywhere except 
in cities of considerable size; to impose 
on thousands of individuals who are ben- 
eficiaries of trusts now being adminis- 
tered by trust institutions, the expense 
and trouble of court proceedings for the 
substitution of other trustees; and to 
leave these individuals unable to obtain 


the corporate fiduciary service which the 
makers of the trusts under which they 
are beneficiaries endeavored to arrange 
for them to receive. 

A study of the earnings of the trust 
departments of banking institutions 
throughout the United States, such as the 
figures compiled annually for the trust 
departments of national banks by the 
Comptroller of the Currency, shows that 
in the smaller communities even the gross 
earnings from trust activities would be 
insufficient to support a separately or- 
ganized and separately operated trust in- 


















stitution. Of 1,774 national banks actual- 
ly operating trust departments, as shown 
by the last report available, it is esti- 
mated that less than 300 would have 
earnings sufficient to justify separate in- 
stitutions. How many of these could ob- 
tain the necessary capital is problemati- 
cal. Studies of state institutions yield 
similar results. 

The remainder of the existing trust in- 
stitutions would have to liquidate their 
trust accounts and retire from the trust 
field. This would involve loss to the in- 
stitutions, and wipe out the jobs of thou- 
sands of officers and employees. 

Fully as serious would be the financial 
effect on the beneficiaries of the thou- 
sands of trust accounts now handled by 
those institutions. Successor trustees 
would have to be found for all of these 
trusts, through judicial proceedings, the 
cost of which would fall on the trust ben- 
eficiaries. 

The quality of service rendered trust 
beneficiaries through these most difficult 
years by a very great majority of the in- 
stitutions now rendering trust service, 
has been gratifyingly high. In the occa- 
sional cases where it has fallen below 
this level, can it not be said with fairness 
that the difficulties would not have arisen 
if the “Statement of Principles of Trust 
Institutions,” now set forth in Schedule 
“A” of the N. R. A. Bankers’ Code of Fair 
Competition, had always been strictly 
followed? 

In my opinion, it would be desirable 
for these principles and policies to be 


N contemplating the possibility of 
| changing the banking laws in the di- 

rection of segregating the trust de- 
partments of banks from commercial de- 
partments and enforcing separate trust 
companies under separate officers, there 
should be but one thing considered—the 
service and safety to the general public. 
The proposed segregation would not, in 
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embodied in the permanent banking laws 
of the country, particularly in two re- 
spects: No banking institution, state or 
national, should be permitted to enter the 
trust field, or continue in the trust field, 
unless it has sufficient capital, sufficient 
size, and sufficient potential trust busi- 
ness, to justify the proper full time per- 
sonnel and equipment to enable it to dis- 
charge properly the heavy responsibili- 
ties assumed. 

Moreover, in my opinion, there should 
be imposed hereafter on self-dealing, that 
is, the purchase by a trust institution for, 
or sale by a trust institution to, its es- 
tates or trusts, of any securities or other 
properties in which it or its affiliates has 
any personal financial interest, or the 
purchase for a trust institution, or its af- 
filiates, of any securities or other prop- 
erties from its estates or trusts, criminal, 
penalties such as Section 11 (k) of the 
Federal Reserve Act imposes on loans of 
funds held in trust by a national bank, 
made to an officer, director or employee 
of that bank. 

Compulsory segregation of trust busi- 
ness into separately organized and sepa- 
rately operated institutions would make 
corporate trust service unavailable in 
many large areas, thus denying to the 
maker of a trust the very service which 
he tried, during his life, to provide for 
those near and dear to him. Instead of 
that, would it not be preferable for cor- 
porate trust service to be departmental- 
ized and generally available and made 
uniformly better? ' 


my judgment, add either to the service or 
safety of clients. 

A client who selects a trust company 
for any trust function, if he does so with 
wisdom, makes such selection because of 
his confidence in the practices of the in- 
stitution and the soundness of judgment 
which he regards as having been dis- 
played by its officers. In the case of wills 
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and successions he desires the institution 
and its officials to stand in his place after 
death and practice for his estate the same 
type of sound operation which he himself 
practiced during his lifetime with the ad- 
vice of that bank and its officers. There- 
fore it is not merely a trust company 
whose services he chooses, but it is the in- 
dividuals or officials in whose honorable 
conduct he has confidence. 

In addition, it is my judgment that 
trust operations may be more economi- 
cally handled in conjunction with a bank 
than by a separately installed trust com. 
pany. Capitalization is already provided, 
securities are in hand to use as required 
by law and can be utilized by either de. 
partment of the bank as need requires, 
Whereas the newly organized trust com- 
pany must provide itself with these 
things and await the slow growth of 


“The weaknesses of the existing bank- 
ing structure have been demonstrated,” 
the Guaranty Trust Company of New 
York stated in The Guaranty Survey of 
December 26th. In a discussion of pos- 
sible banking reform, this statement was 
made: 

“The one fact that stands out above all 
others in connection with our recent 
banking difficulties is that it has been 
made far too easy to go into the banking 
business. This is the central problem in 
ethe banking situation today. Its success- 
ful solution will require careful study. 
One feature of that solution will un- 
doubtedly be adequate capital require- 
ments. In addition, it should be neces- 
sary for organizers of new banks to ob- 
tain a certificate from duly constituted 
authorities showing that the banking re- 
quirements of the community are not be- 
ing adequately served by existing banks 
and that the character, experience, and 
record of the proposed management are 
satisfactory.” 

Of particular interest to trust men was 
the following: 

“The question of the separation of trust 
departments from commercial banks has 
been raised. The practical result of this 
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trust business—which all of us know is 
slow. Also a clerical staff need not be pro- 
vided to care for the rush times of oper- 
ation, but the staff may be shifted from 
one department to the other as the peak 
of operations requires, without necessi- 
tating each department to acquire a staff 
able to handle its separate peak. This 
makes for lower charges to the public be- 
cause of lower costs to the trust depart- 
ment. 


Were this suggestion enacted into a 
law, it would seem to create a practical 
monopoly of trust business for the sepa- 
rate trust companies already in existence. 


Therefore it seems to me that it is a 
question of honorable conduct rather 
than the connection with a commerc’ | 
bank which should be regulated and safe- 
guarded by law. 


proposed separation would be an almost 
complete elimination of the corporate ex- 
ecutor and trustee except in the larger 
cities. With few exceptions, the volume 
of trust business in the vast majority of 
communities is insufficient to support 
separate trust institutions. 

“Corporate fiduciaryship came into be- 
ing in response to a public need and de- 
mand; and, on the whole, that need has 
been honorably and beneficially met. To 
destroy it, or virtually destroy it, now 
would impose severe hardships on trus- 
tees and beneficiaries alike. Many hun- 
dreds of thousands of trusts would have 
to be surrendered, separate accountings 
filed, and new trustees appointed. The 
court proceedings and legal fees involved 
would be enormous. The country would 
be deprived of a valuable type of finan- 
cial service. And nothing constructive 
would be accomplished that cannot be ac- 
complished better by a regulatory law, or, 
perhaps equally so by the regulations of 
the Federal Reserve Board.” 

Changes mentioned as desirable 
were “offered in the belief that bankers 
should put forth constructive sugges- 
tions for legislation affecting their own 
business.” 
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It’s Our Job to Manage 
Estates and Trusts 





CITY BANK FARMERS TRUST 
COMPANY, America’s oldest trust 


company, whose charter marked 
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the inception of corporate trustee- 






ship in this country, is today a 






trust company exclusively. It does 






no commercial banking business 






.. sells no securities. Its entire 






personnel is dedicated to a single 






purpose — the care and manage- 






ment of the property of its clients. 






CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 


22 William Street—New York 
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To THE TRUST OFFICER WHO 
WOULD LIGHTEN HIS DAY’S WORK! 


COMPARE YOUR PRESENT HANDLING OF TRUST 
ACCOUNTING WITH THE ADVANTAGES PROVIDED 
BY BURROUGHS SIMPLIFIED TRUST SYSTEM: 


. Makes up-to-the-minute information about each trust 
instantly available. 


. Is adaptable to any type of trust. 
. Is simple enough for any bookkeeper to operate. 


. Is plain enough to be understood by every person in 
the trust department. 


. Is flexible enough to provide for unlimited expansion. 


6. Is inclusive enough to handle every conceivable type 
of trust transaction as a matter of routine. 


. Gives absolute control of every trust and every trans- 
action. 


. Gives a daily automatic balance of each trust and the 
entire trust department. 


. Supplies information for audits, court reports, annual 
statements, income tax, etc., eliminating special 
analyses. 


. Is easy to install as well as inexpensive to operate. 


Why not, today, telephone the local Burroughs office 
—or write direct—and get full information 
about this simplified trust system? 


BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICHIGAN 


BURROUGHS 


ACCOUNTING SYSTEMS ACCOUNTING MACHINES 
FOR ANY TRUST COMPANY FOR ANY TRUST SYSTEM 
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SHOULD TRUST INVESTMENT POLICIES BE CHANGED? 









Five Possible Steps Suggested to Protect Beneficiaries from 


Effects of Devaluation 


E. C. HARWOOD 


Assistant Professor, Massachusetts Institute of Technology. 


HE juggling with the monetary 
unit which has been undertaken 
by the Administration during the 
past few months creates a difficult prob- 
lem for those charged with the handling 
of trust funds. Investments formerly re- 
garded as involving the least speculative 
risk now appear to involve greater risks 
than are ordinarily considered advisable 
for trust funds. Furthermore, there is so 
little agreement among experts as to the 
effects of devaluation or inflation that the 
trust officer finds his problem darkened 
by conflicting counsel. It will pay, there- 
fore, to analyze the situation carefully in 
order to see what the effects of devalua: 
tion will almost certainly be and what 
steps, if any, trustees should take to pro- 
tect beneficiaries. 

Devaluation of the monetary unit (re 
duction in the gold content of the dol- 
lar), can affect the price level through 
three different means. Two of these are 
fairly certain to be operative. They alone 
would result in a rise in the price level 
comparable to the rise in the dollar price 
of gold. 

The first process by means of which de- 
valuation affects the price level is the 
slow but certain increase in the circulat- 
ing purchasing medium which comes from 
arbitrarily making each unit of newly 
mined gold a larger number of dollars. 
Under the former gold standard, the price 
of gold was approximately $20 per ounce, 
while at this writing the rate is $54.06. 
Each newly-mined ounce of gold which is 
not used by industry will therefore con- 
stitute a much larger amount of purchas- 
ing power after devaluation is in effect. 
It is true that increasing the purchasing 
power, and therefore the price level, 
through this process is exceedingly slow, 
and can only have a substantial effect 
over a long period of years. 
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A decidedly more rapid process by 
means Of which the price level will be 
substantially affected will result from the 
utilization of the profit on existing gold 
reserves. If the gold now held by the 
Treasury of the United States and the 
Federal Reserve Banks were revalued 
according to present prices, its dollar 
worth would be increased approximately 
$3,000,000,000. Although the question has 
not been definitely settled as yet, it ap- 
pears probable that this surplus will be ~* 
taken by the United States Treasury. Pre 
sumably, the Government will make use 
of the enormous profit on existing gold 
stocks to pay current expenses or some 
of the major costs of the recovery pro- 
By so doing, the $3,000,000,000 of 
new purchasing power will be quickly 
forced out into circulation. 

In view of the fact that the total of all 
incomes in the country is in the neigh- 
borhood of $45,000,000,000 for 1933, and 
since the purchasing media in use today, 
including demand deposits and currency, 
are approximately $16,000,000,000, it ap- 
pears that this $3,000,,000,000 alone can- 
not make a large percentage difference. 
However, the gold or its representative 
paper would naturally find its way to 
the Federal Reserve Banks, thereby 
greatly augmenting their reserves and 
likewise the reserve deposits of member. 
banks. With further recovery and a re- 
storation of confidence, it seems certain 
that the member banks would make use 
of these reserves in precisely the same 
manner that they did during the period 
1922-1929 whenever excess reserves were 
made available by the Federal Reserve 
Banks. 

When the profit on existing gold stocks 
gets into the channels of trade and gradu- 
ally finds its way to the Federal Reserve 
Banks, becoming excess reserves, the to- 
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tal increase in purchasing media in use 
may «mount to as much as $30,000,000,000, 
an increase of nearly 200 per cent over 
the present total. 


“Outright Inflation’’ 

The third means by which the process 
of devaluation may affect the price level 
is by outright inflation superimposed on 
the effects already described. Rising 
prices introduced by the great increase 
in purchasing media will encourage spec- 
ulation for the rise. In addition, the ef- 
fects of the process will permeate all eco- 
nomic activities, leading to expectation 
of rising prices on the part of business 
men and investors. These are the condi- 
tions conductive to inflation, and it is 
possible that commercial banks may be 
deceived by the underlying situation to 
such an extent that they will provide the 
necessary credit facilities to carry on the 
inflationary progression. 

Parenthetically, another aspect of the 
Administration’s program seems destined 
to increase prices, at least in some fields. 
The N. R. A. has invited the establish- 
ment of associations and codes in the va- 
rious industries. While most of these 
codes do not provide for price fixing, it is 
nevertheless a fact that the minimum 
price provisions in many of them amount 
to the same thing. It is the consensus 
among a representative group of purchas- 
ing agents that price fixing in many in- 
dustries has already come. This can only 
mean higher prices than would otherwise 
exist, and therefore an increase in the 
general cost of living. 

Under the conditions which have been 
described, the situation of the trust ben- 
eficiary will be most difficult unless steps 
-are taken to protect his interests. Faced 
with a rapidly rising cost of living, some 
of the individuals concerned will suffer 
hardships, even though they may not be 
in any danger of starvation. But it must 
not be forgotten that there are even more 
ugly possibilities in the background, be- 
cause the process of devaluation may 
prove to be only the first step in the di- 
rection of uncontrolled inflation. 

The trustee is faced with two impor- 
tant questions: in the first place, what 
steps are possible to offset these unfavor- 


able effects; in the second place, how 
many of these protective measures can 
reasonably be used by the trustee under 
the legal and other obligations imposed 
upon him? 

It has recently been decided by the law 
members of England’s House of Lords 
that the gold clause in bonds may not be 
thrown aside merely because a country 
chooses to devaluate its monetary unit. 
While it is impossible to forecast what 
decision may be reached by the Justices 
of our Supreme Court, one obvious pro- 
tective step which every trustee can take 
is to make certain that the bonds and 
mortgages he holds all contain the gold 
clause. 

Convertible Bonds 

Convertible bonds offer a second means 
by which the trustee can legitimately pro- 
tect the interests of the beneficiary. Un- 
fortunately, the number of such issues is 
limited, and they are in many cases un- 
desirable for other reasons, but at least 
a small percentage of the funds involved 
can be protected in this way. 

Some foreign bond issues appear to of- 
fer reasonable security against devalua- 
tion. In particular, the bonds of those 
few countries which have been able to 
remain on the gold standard are probably 
best. But in this case also, there are un- 
desirable features. The record of foreign 
bonds during the past few years has not 


‘been such as to inspire general confi- 


dence. Furthermore, there are so few 
countries involved and their bond issues 
are so small that there is little opportu- 
nity for diversification of the risk. It 
therefore seems obvious that only a small 
proportion of any given fund should be 
placed in securities of this character. 
The fourth protective measure which 
can be taken is the purchase of common 
stocks or of real estate with a portion of 
the trust funds. Of course, there is some 
risk involved in a protective step in this 
direction, but a diversified selection of 
common stocks representing ownership of 
basic natural resources should be reason- 
ably safe, and will be certain to benefit 
from any devaluation or inflationary 
process. In addition, securities in a few 
industries where the companies con- 
cerned are leading the technological ad- 
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vance would be warranted for somewhat 
similar reasons. 

The fifth step which can be taken is to 
foreclose without delay all mortgages 
which can be terminated in that fashion, 
taking the property for the trust estate 
if possible. This action is, of course, di- 
rectly contrary to the results hoped for 
by the Administration, but it is the duty 
of a trustee to safeguard the interests of 
the beneficiaries involved, and not to en.- 
gage in eleemosynary projects sponsored 
by the Federal Government. By follow- 
ing this procedure, the beneficiary will 
have the same protection which was his 
by ownership of the first mortgage, and 
in addition he will be protected against 
the effects of devaluation or inflation. If 
this step is not taken, the present owner 
of the property, who may actually have 
no equity in it, will benefit tremendously 
from devaluation or inflation. Further. 
more, if the inflationary progression fi 
nally gets beyond control, the beneficiary 
may lose all claim upon the property 
whatsoever by being forced to accept re- 
payment of the mortgage in worthless pa- 
per money. 
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The foregoing policies offer means 
whereby the beneficiaries of trust funds 
may be protected against monetary va- 
garies. To the conservative trustee, some 
of these measures will perhaps seem far 
too speculative; but it is essential to re- 
member that circumstances alter cases 
and that today even United States Gov- 
ernment bonds, which used to be consid- 
ered in a class by themselves as high 
grade investments, have a distinctly spec- 
ulative flavor. 

As for the trustees’ legal responsibili- 
ties in the matter, that is an open ques- 
tion. However, there have been a few ju- 
dicial decisions which suggest that the 
trustee is bound to take some protective 
measures in the face of such a situation 
as now exists. Even if there be no legal 
compulsion, every trustee is sensible of 
his moral obligation to protect the bene-_ 
ficiaries dependent on his judgment. It — 
is probable that his professional ability 
will to some extent be gauged by the ade- 
quacy of measures taken to conserye the 
worth of the estate and the buying power 
of the beneficiaries’ incomes. 


.o, 2 2°, 
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A REMINDER ON TRUST INVESTMENT POLICIES 


(EpiTor’s Note: This timely letter on trust 
investment policies has been received from 
A. C. Livingston, vice-president of the Marine 
Trust Company of Buffalo, N. Y. Although 
his specific references are to conditions ezx- 
isting in New York State, the subjects treated 
are of vital interest to trust men in all parts 
of the country.) 

“The editorial in the December issue 
of your magazine entitled ‘Changing Con- 
cepts in Trust Fund Investments’ togeth- 
er with other articles that I have seen in 
regard to the same subject prompts me to 
write this letter. You have my permis- 
sion to publish it if you so desire. 

“I quite agree that many during the 
last year have changed their ideas in re- 
gard to the investment of trust funds and 
have reached the conclusion that where 
a fiduciary is unrestricted as to invest- 
ments it is now proper to invest a part 
of the fund in common stocks. Those who 
have come to that conclusion have un- 
doubtedly done so after profound and se- 





rious consideration. Approaching the 
subject, however, from the standpoint of 
one who is vitally interested in trusts 
and estates whose administration is gov- 
erned by court decisions and statutes of 
New York State, I am wondering whether 
those who look with favor upon common 
stocks as proper trust investments may 
not have, on the one hand, apprgached 
the problem from an erroneous angle, and 
on the other hand perhaps forgotten the 
laws, practices and court decisions in 
this state. If I am not mistaken, one of 
the chief arguments which is put forth 
in favor of common stocks as trust in- 
vestments is that if inflation comes 
through a devaluated dollar to the extent 
that it might be possible, then the change 
in the value of the dollar would be re- 
flected in an increased quoted value of 
common stocks. In other words, they are 
now giving great consideration to the 
changing value of the dollar, apparently 
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failing to recognize that ever since our 
country has issued money we have always 
had before us the problem of the chang- 
ing value of the dollar, not through a 
reduction of its gold content but through 
the changing purchasing power of the 
dollar. Certainly no one can gainsay the 
fact that over a period of years the pur- 
chasing power of the dollar has varied 
widely. 
Purchases of Common Stocks 

“The laws of our state do not and never 
have charged a fiduciary with the respon- 
sibility of making investments in such a 
manner as to keep the principal and in- 
come of a fund constant in relation to 
the purchasing power of the dollar. To 
charge a fiduciary with such a responsi- 
bility would be decidedly unfair to a fidu- 
ciary and at the same time conceivably 
unfair to those directly interested in the 
fund, for it would almost be an invita- 
tion to a fiduciary to speculate. As we 
all know, one of the basic principles of 
trust investment is that a fiduciary shall 
not in any way speculate with the funds. 
While it is recognized that in reasonably 
normal times it might be advisable in 
particular cases to invest a small per- 
centage of a trust fund in common stocks, 
certain it is that by no stretching of the 
imagination can we regard present times 
to be normal. Likewise, the future cannot 
be foretold with any assurance. With 
these facts before us, isn’t it reasonable 
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to assume that if any fiduciary purchases 
common stocks at this time in doing so 
it voluntarily places itself in the unenvi- 
able position of possibly being charged, 
and properly so, with having speculated 
with the trust estate? 

“It occurs to me also that those who at 
this time are in favor of common stocks 
as trust investments have failed to con- 
sider that what might be a perfectly logi- 
cal and intelligent program for an indi- 
vidual to follow in regard to his own per- 
sonal investments might be and frequent- 
ly is just as improper for a fiduciary to 
follow, in view of the present laws sur- 
rounding the acts of a fiduciary and also 
having in mind those unwritten laws 
which have become traditions with re- 
gard to trust funds. It would seem par- 
ticularly well to keep in mind that under 
the laws of this state each investment 
must stand on its own feet, and that a 
loss in one security, so far as the fidu- 
ciary is concerned, may not be made up 
by a gain in another investment. 

Duty to Conserve, Not to Increase 

“Another thing that we should always 
have in mind is that it is the duty of fidu- 
ciaries to conserve a fund and that it is 
not the duty of a fiduciary to increase 
the value of a fund other than through 
taking advantage, in an intelligent way, 
of situations existing at a particular time 
but certainly never through a method 
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which would in any way smack of specu- 
lation. True it is that we are in chang- 
ing times but it would seem not unreason- 
able to expect that the real fundamentals 
of economics will remain. If we are to 
be properly guided in the administration 
of our fiduciary duties we should never 
lose sight of the basic principles and the 
purposes for which such funds are estab- 
lished. 

“As to fiduciaries who may be admin- 
istering funds that are subject to the 
laws of New York State, it occurs to me 
that carefully selected common stocks 
might be purchased for trust funds only 
under the following conditions: 

“1, Where the instrument under which 
the fiduciary is acting directs the pur- 
chase of common stocks. 

“2. Where the fiduciary has unrestrict- 
ed power of investment and our general 
economic scheme of things has become 
more settled to what might be reasonably 
called normal times, and then only in 
particular cases and for a comparatively 
small percentage of the total fund. 

“TI trust you will pardon my writing 
you at this length but know you recognize 
this as an important subject. While I 
fully appreciate that there are two 
schools of thought in regard to the prob- 
lem, nevertheless, I am convinced that 
trust companies in this state may well 
forget the purchasing of common stocks 
at this time as trust investments. If 
common stocks are purchased I doubt 
that the reaction in the final analysis 
would be favorable, and in addition L am 
wondering whether, if such a course is 
followed to any extent, it does not open 
the doors for considerable unpleasantness 
later on with beneficiaries who may at 
one time or another be insistent upon the 
purchase of what they think to be ad- 
visable investments; and does it not rath- 
er give the erroneous impression to the 
public that where a trust company is 
acting in a fiduciary capacity it will at- 
tempt through speculation to increase the 
estate. In the matter of trust invest- 
ments a fiduciary must, it is true, keep 
abreast of the times, but likewise it is 
well not to desert fundamentals at each 
zephyr of rumor and speculative surmise.” 
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The 


NATIONAL BANK 
OF DETROIT 


Statement of Condition, December 30, 1933 


RESOURCES 


Cash on Hand and Due from 
other Banks. . . . . . $ 41,577,668.60 
United States Government Se- 
Ser Pa 81,745,073.12 


Securities other than U.S. Government 
Stock in Federal Reserve Bank . 

Loans and Discounts . 

Real Estate Mortgages 

Overdrafts : 
Accrued Interest Receivable—Net ; 
Customers’ Liability account of Acceptances 
Other Resources 


TOTAL RESOURCES . 


LIABILITIES 
Deposits: 
Commercial, Bank and Savings $170,075,372.64 
Public Funds secured by 
pledge of U.S. Govt. Bonds: 
Treasurer—State of Michi- 
~~ ae Bee, si 5,081,880.35 
U.S. Gavwnuent ae ee 10,324,098.43 
Miscellaneous . .. . 236,698.50 


Other Public Deposits. .. 3,975,024.49 


Capital Account: 
Preferred Stock. . . . . $ 12,500,000.00 
Common Stock Bee ee mas ae 5,000,000.00 
Surplus. . ‘ 5,000,000.00 
Undivided Profits (paid in) : 2,500,000.00 
Undivided Profits (earned) . 405,460.39 


Reserve for Contingencies 
Reserve for Expenses and Dividends 
Our Liability account of Acceptances . 


TOTAL LIABILITIES. 


$123,322,741.72 


6,719,311.93 
675,000.00 
72,559,992.33 
11,428,890.49 
7,747.58 
731,265.72 
7,139.74 
96,982.21 


$215,549,071.72 


$189,693,074.41 


$ 25,405,460.39 


300,000.00 
143,397.18 
7,139.74 


$215,549,071.72 
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Methods in Case of Closed Pittsburgh Bank Reassuring 


as to Eventual Effect 
ALEXANDER P. REED 


Trust Officer, Fidelity Trust Company, Pittsburgh. 
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HE manner in which Receivers and 
Conservators in charge of closed 
banks and trust companies wind up 

the trust business of the instituticas un- 
der their control is a matter of impor- 
tance to those of us who expect to be 
engaged in the trust business in the fu- 
ture. If the experience of the people 
whose property was entrusted to the 
closed institutions is unpleasant and they 
become embittered, we will encounter a 
new difficulty in selling trust service in 
the future. The trust beneficiary who 
finds that his income is interrupted for a 
long period, that the trust property re- 
ceives no attention, that he is compelled 
to. take action involving delay, expense, 
and red tape in order to have a new trus- 
tee appointed, is not likely to be enthu- 
siastic in advising others to enter into 
relations with a corporate fiduciary. The 
surviving institutions will pay in loss 
of public good will for any unfortunate 
experiences of the persons who had deal- 
ings with the closed institutions. For- 
tunately it appears that in most cases 
Receivers and Conservators appreciate 
their responsibility not only to the de- 
positors, stockholders, and customers of 
the closed institutions but also to the 
surviving institutions engaged in the 
trust business. The writer has had an 
opportunity to observe the manner in 
which the trust department of the Bank 
of Pittsburgh, N. A. is being wound up. 
The Bank of Pittsburgh, N. A. was the 
oldest bank west of the Alleghenies. It 
was compelled to close in September 1931. 
Its trust department was not organized 
until September of 1925, but at the time 
it closed it had 597 trust accounts and its 





trust funds were more than $39,000,000.00. 

Mr. C. O. Thomas was appointed Re- 
ceiver. He served until April 1, 1933 and 
then Mr. A. A. Atwood succeeded him. 

The Receiver found the trust funds of 
the bank intact. Uninvested trust funds 
of more than $267,000.00 which had been 
on deposit in the banking department 
were completely protected by bonds de- 
posited with the trust department. Had 
it been possible to separate the trust 
department from the banking depart- 
ment, the insolvency of the bank would 
not have affected the trust customers and 
beneficiaries at all. 

Mr. Thomas had few precedents to fol- 
low but he realized that the functions of 
the trust department could not be inter- 
rupted without serious inconvenience and 
possible loss to the beneficiaries of the 
various trusts. He continued the oper- 
ation of the trust department without in- 
terruption but immediately took steps to 
wind up the business. 

Irrevocable trusts and custodian ac- 
counts presented the fewest difficulties. 
In some cases the trust assets could be 
returned directly to the persons who had 
entrusted the property to the bank. In 
other cases a successor trustee was ap- 
pointed by agreement of the parties in 
interest, the trust instrument was ap- 
propriately amended, and the trust prop- 
erty was delivered to the successor trus- 
tee. Mr. Thomas complained, however, 
that some individuals were so _ well 
pleased with the service of his trust de- 
partment that they were in no haste 
either to take back their property or to 
appoint a new trustee. 

In cases where all the persons whose 
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consent was necessary for the appoint- 
ment of a new trustee were not in being 


and sui juris, the Receiver filed an ac- 
count of the administration of the trust 
by the Bank of Pittsburgh, applied for 
the appointment of a new trustee, and 
asked to be discharged. The court re- 
spected the wishes of the beneficiaries in 
the selection of successor trustees. 

The receiver completed the administra- 
tion of the decedents’ estates that he be- 
lieved could be finally settled within six 
months after the closing of the bank and 
that would not require close supervision 
by a trust officer over an extended pe- 
riod. In the other cases he applied for 
the appointment of an administrator de 
bonis non. 

Two years after the bank closed, the 
work was practically done. Two executor 
accounts remain. In one case the final 
settlement of the estate will require li- 
quidation of the securities, and the bene- 
ficiaries have requested that sale of the 
securities be postponed until there is a 
better market. In the other case the 
estate consisted largely of assets which 
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had been pledged by the decedent, and an 
administrator de bonis non has not been 
appointed because no one wants the job 
and the parties in interest are entirely 
satisfied to have the Receiver worry along 
with it. When these two estates have 
been settled and a few other odds and 
ends have been cleaned up the records 
of the trust department can be closed. 

The Receiver was not permitted to 
charge fees. Therefore the trust depart- 
ment has been wound up at the expense 
of the creditors of the bank, but both 
Mr. Thomas and his successor, Mr. At- 
wood, reduced the personnel of the trust 
department as rapidly as the reduction 
in the volume of work to be done would 
permit. A staff of forty has been re- 
duced until now but one man and his 
secretary remain. 

One very difficult problem was en- 
countered. The Bank of Pittsburgh, 
N. A. operated a mortgage pool in which 
more than $5,000,000 of trust funds were 
invested. Each trust estate and indiv- 
idual participating in the pool owned a 
fractional part of every mortgage. It 
was obvious that the Receiver could not 
make actual delivery of fractional in- 
terests in so many mortgages. Neither 
could he undertake to continue the op- 
eration of the trust department until the 
final liquidation of the pool. Pending the 
solution of the problem, certificates show- 
ing the amount invested in the pool were 
delivered to the trust estates and in- 
dividuals who participated in the owner- 
ship of the pooled mortgages. A solution 
was finally reached. The entire pool, by 
order of the Orphans’ Court, was trans- 
ferred to the Commonwealth Trust Com- 
pany as a kind of special receiver or 
liquidating trustee. The Commonwealth 
Trust Company makes periodic distribu- 
tion of the income and principal collec- 
tions among the holders of the certifi- 
cates. If the holder of a certificate 
wishes to sell or assign his participation, 
the certificate issued by the Receiver is 
surrendered and a new certificate is is- 
sued by the Commonwealth Trust Com- 
pany. In reality the mortgage pool is 
treated much like a corporation in liqui- 
dation, the certificates being analogous 
to shares of stock. The Bank of Pitts- 
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burgh, N. A. had $260,000.00 of its own 
funds in the pool. It has not yet been 
settled whether the bank is to be treated 
as a participant of the same standing as 
the other participants, or whether losses 
will be first charged against the bank’s 
interest. 

The plan adopted to solve the prob- 
lem presented by the mortgage pool dem- 
onstrates that the Receiver and the court, 
in accomplishing their tasks, were influ- 
enced by practical rather than legalistic 
considerations. There was no precedent 
for the action taken. The court might 
easily have evaded responsibility by de- 
nying its power to authorize the action, 
but the court appreciated that the plan 
was practical and just, and that legal 
technicalities should not be allowed to 
prevent its adoption. 

Mr. Atwood, the present Receiver, re- 
ports that very few beneficiaries of the 
trust department became disgruntled or 
embittered. In but one case was it im- 
possible to settle difficulties without liti- 
gation and that case is likely to be 
settled before trial. Of course there were 


some complaints, in most cases by people 
whose funds were invested in the mort- 
gage pool. Although they knew their 
funds had been invested in the pool they 
apparently did not realize that the pool 
could not immediately be liquidated. 
However, the closing of the bank was not 
the direct cause of the complaints. Many 
trust companies with similar pools re- 
ceive the same complaints from people 
who feel that their funds should be held 
in the form of cash and be invested at 
the same time. In the one case which 
may result in litigation the former trust 
customer has such a feeling. 

Mr. Thomas, Mr. Atwood, and the 
judges of our Orphans’ Court all mani- 
fested an inclination to accomplish their 
task with the least possible inconve- 
nience, delay, and expense. If similar pol- 
icies have been adopted by the receivers 
and courts supervising the liquidation of 
other closed institutions the bank fail- 
ures will have less unfavorable effect on 
the future of the trust business than we 
might have expected. 
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Satmon P. Cuase, Secretary of the Treasury under LiNCOLN 


THE CHASE 
NATIONAL BANK 


of the (ity of New 


York 


STATEMENT of CONDITION, DECEMBER 30, 1933 


RESOURCES 


CasH AND Due From Banks . 

U. S. GovERNMENT SECURITIES 

STATE AND MuniciPaL SEcuRITIES 
MATURING WITHIN TWO YEARS 

OTHER STATE AND MunliciPAL Secuninizs 


OTHER SECURITIES MATURING WITHIN TWO YEARS . 


FEDERAL Reserve BANK SrTock . 

OrHER Bonps AND SECURITIES 

Loans AND Discounts. 

Rear Estate 

REDEMPTION F unp—U» NITED St ATES Tre ASURER 
Customers’ ACCEPTANCE LIABILITY . 

OrHER ASSETS 


LIABILITIES 


CAPITAL 

SuRPLus , ‘ 

UnDIVIDED Paorits : 

RESERVE FOR Conrincencies : 

RESERVE FOR TAXES, INTEREST, ETC. 

DivipEND PayYaBLeE — 1, 1934 

Deposits. ; 

CERTIFIED AND Cc ASHIER’S Cuec KS 

CircuLaTinGc Nores 

ACCEPTANCES i 

LIABILITY AS Enporser ON | ACCEPTANCES AND 
Foreicn BILis 

Oruer LIABILITIES . 


$1,715,188, 302. 66 


304,790,578.05 
207 ,064,186.07 


40,060,275.98 
50,089 ,077.47 
51,885,072.32 
8,160,000.00 
97,314,104.20 
795,192,026.82 
42,672,452.99 
1,250,000.00 
94,506,175.49 
22,204,353.27 


$1,715,188,302.66 


. $ 148,000,000.00 


50,000,000.00 
9,187,898.62 
2,891, 168.61 
1,224,295.27 
2,590,000.00 
1,338,699,324.32 
25,640,124.56 
18,120,000.00 
99,716,312.19 


389,044.71 
18,730,134.38 





This statement does not include the statements of any of 
the organizations affiliated with The Chase National Bank. 


Nore: In conformity with law, the foregoing statement reflects only the 
condition of the books as of December 30, 1933, and does not give effect to the 
revision of capitalization to be voted on by the shareholders or the changes 
incident thereto in the accounts of assets and liabilities. 
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ROOSEVELTIAN MONEY 


IRVING FISHER, LL.D. 
Professor of Political Economy, Yale University 


(Epiror’s Note: 


Regardless of personal views on currency questions, 


this argument by Professor Fisher should prove stimulating. It is addressed 


directly to trust officials.) 


’ 


N “Trust Companies” for February, 
1931, I suggested three ways in which 
public spirited trust officials might, as 

it seemed to me, increase the usefulness 
of their profession. First, they might 
help to teach prospective trust makers 
to leave the future partly in the hands 
of those who must live in it—that is, 
leave some discretion to the trustees; 
second, so far as trust makers have the 
sense to allow such discretion, the trus- 
tees might exercise it in such a way as 
to safeguard their funds from the ill ef- 
fects of monetary inflation; third, the 


trust officials, so far as they are engaged 
in banking, might contribute to the evolu- 
tion of a banking policy designed to stop 


inflation—in fact to eliminate both in- 
flation and deflation from our whole mon- 
etary system. 

At the present juncture, this last func- 
tion—the function of managing the cur- 
rency, is the most urgent. To be sure, it 
now lies in other hands, the hands of the 
President; but not so securely as to re- 
lieve the rest of us of the responsibility 
of deciding whether we shall hold up 
those hands or try to pull them down. 
On which side of several monetary ques- 
tions lies the interest of the beneficiaries 
of the trust funds? 

Every person should measure the ef- 
fects of any given policy both as to the 
special interests which he represents and 
as to the common weal, not overlooking 
the principle that in the common weal 
his own interests are ultimately rooted. 
One interest can, for a time, even though 
unintentionally, play the leech; but, in 
the long run, if the victim loses too much 
blood, the leech may lose his life. 


The Commodity Dollar Base 

Mr. Roosevelt, addressing the London 
Conference, July 3d, declared as the real 
goal of his monetary policy, the stabili- 
zation of our currency in terms of goods. 
There are several ways of putting this. 
One is to say that he aims at putting an 
end to the bad habit of see-sawing from 
inflation to deflation and back again. 
But since inflation and deflation are meas- 
ured relatively to the volume of business 
which the money in question has to trans- 
act, the same idea may be expressed as 
keeping the money flow in a fixed pro- 
portion with the goods flow. But since, 
in that case, any given sum of money 
would always buy the same cross-section 
of commodities, we may put it that the 
average price—that is, the price level— 
shall always be kept the same. But again, 
if the same money will always buy the 


‘same total assortment of commodities, 


the single dollar will stand for the same 
miniature assortment of commodities. 
Therefore, we may put it thus: a minia- 
ture assortment of commodities shall be 
chosen as “the commodity dollar” and 
the monetary dollar shall hereafter be 
kept equal to the chosen commodity dol- 
lar. 

In 1780 the State of Massachusetts 
prescribed a combination of commodities 
—wool, leather, beef and corn—as the 
test of what the Commonwealth would 
pay on certain obligations. Still earlier 
(to speak of trust funds) the founders 
of some of the Oxford colleges prescribed 
corn (the American term is “wheat”) as 
the very medium in which the rent of cer- 
tain land grants was to be paid. Long 
afterwards, Jevons, the British econo- 
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mist, having observed the uncertainties 
of money, commended the Oxford plan. 

Do we not all feel subconsciously that 
goods are the real test of value? There 
is, indeed, a sort of goods-monitor in the 
back of our heads; and whenever we ap- 
proach the problem of a debatable expen- 
diture, the monitor speaks up thus: “How 
far is this going to impair my annual 
budget of commodities?” Consequently, 
our valuation of the whole assortment of 
commodities is .constant. 


Wide Variations in Purchasing Power 

Moreover, our production of the whole 
assortment (as distinguished from the 
production of any single commodity) is 
fairly constant. This general or average 
production does increase, but it increases 
smoothly; whereas the money and credit 
supply jerks extravagantly up and down 
without rhyme or reason. If you lay the 
two lines on top of each other—the com- 
modity line and the money-supply line— 
they will manifest every sort of meaning- 
less discrepancy, resulting in a perpetual 
dance in the commodity value of the in- 
dividual dollar. For instance, if the dol- 
lar, by the commodity test, was a dollar 
in January, 1865, then in 1896 it was 
$3.19; if it was a dollar in 1896, then in 
1913 it was 67 cents; if it was a dollar in 
1913, then in May, 1920, it was 45 cents; 
if it was a dollar in May, 1920, then in 
March, 1933, it was $2.82; or if it was a 
dollar in 1929, then in March, 1933, it was 
$1.75. 

Among the holders of fixed incomes are 
the beneficiaries of trusts, including col- 
leges and hospitals, widows and orphans; 
and for them it is tragic to have each 
dollar cut down to 45 cents in buying 
power. On the other hand, it is sheer de- 
light to them to have their dollar swell 
up to $2.82 in buying power—or $1.75, ac- 
cording to whether it originated in 192 
or 1929. But society as a whole suffers in 
both cases. All Germany was nearly ru- 
ined in her flood of cheapening marks, 
and America is nearly ruined on her ebb 
tide of swelling dollars—each swollen by 
that dollar scarcity called a depression. 
And not only does all business go out of 
gear when there is either inflation or de- 
flation, but the universities and widows 
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who get $2.82 or $1.75 for each dollar due 
are bound, in time, to die with the debt- 
ors from whom they have leeched 75 to 
182 per cent too much. Besides, even if 
your debtor struggles on in spite of de- 
flation, you can never tell which position 
you yourself will be in tomorrow: leech 
or leeched. In a word, after deflation has 
sucked your debtor, inflation may suck 
you. 

As to the policy of stabilization, there- 
fore, even two opposed interests should 
line up on the side of long view selfish- 
ness—the side of the common weal. What 
all need is insurance. Trust companies 
might well adapt for their own use as a 
slogan Mr. Roosevelt’s words to the Lon- 
don Conference, and say: “Give us a 
trustee dollar of steady ‘purchasing and 
debt paying power’.” 

There is occasionally to be found a rare 
soul who prefers the uncertainty. “Wob- 
bly prices are the life of trade,” he de- 
clares, confusing prices with the price 
level, and thinking it is commodity sup- 
ply and demand which keeps upsetting 
the dollar when, in fact, it is sheer mon- 
etary inflation and deflation.* But few, 
nowadays, doubt the desirability of a sta- 
ble dollar. The most persistent doubts 
are doubts of the possibility of it. On 
which side of this question shall.the trust 
officials line up? 


Don’t be a defeatest. A dollar, disci- 
plined to be approximately as stable as a 
yard stick, must be possible, just because 
anything else is social suicide, ending 
perhaps in revolution. The problem may 
be difficult, but men are not so flabby as 
to accept a fate so cruel and so comic 
as a unit of measure that is free to 
change. However, if any one will not 
yield to an appeal to his courage, refer 
him to experience—experience in hard- 
headed little Sweden. Sweden has proved 
that money can be made essentially un- 
changeable. Since September, 1931, the 
purchasing power of the Swedish krona 
has changed less than 2 per cent—most of 
the time less than 1 per cent. This 


*Chapter II of Inflation—a brief book by the present 
writer 1933. For exhautive discussion, see Prices by 
Warren and Pearsons. 
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achievement is entirely due to conscious, 
deliberate management. 


The Reflation Policy 

But there is another item in the Roose- 
velt policy. This is: before stabilizing, 
reflate. On May 7th, the President put 
it: “that those who have borrowed .. . 
will on the average be able to repay... 
in the same kind of dollar which they 
borrowed”—on the average. This means: 
lift the price level to the average of the 
various levels on which the still surviv- 
ing debts were contracted. In a word, 
shave off from every swollen dollar, in- 
cluding every trustee dollar, some of the 
extra 75 or more per cent. This will 
square some of us and help others and 
be unjust to a minority; but again, the 
roots of all of us are in the common weal, 
and the common weal is so endangered 
by the present dollar scarcity—which 
swelled each remaining specimen—that 
the totality of us may go to ruin unless 
at least the average debtor is rescued. 
Already the average mortgagor is so near 
to ruin that the mortgage guaranty com- 
panies are beginning to share the disease 
and to call for “rehabilitation.” The next 
step may be the ruin of the average mort- 
gagee. But this is getting so near the 
average beneficiary of the average trust 
that to try to persuade the average trus- 
tee that his clients’ weal and his own are 
rooted in the common weal ought to be 
like carrying coals to Newcastle. In a 
word, every trustee should vote for re- 
flation first and stabilization ever after. 

If Sweden has shown the feasibility of 
stabilization, Mr. Roosevelt is now show- 
ing the feasibility of reflation, and Swe- 
den is regretting that she did not reflate 
before she stabilized. The moral is that 
money can be managed. Both reflation 
and stabilization are cases of manage- 
ment. To describe in detail the technique 
of management is not possible here.* It 
involves one or more—preferably all but 
not necessarily all—of the following fac- 
tors: The rate of interest, open market 
operations, the control of gold, (either 
at the mouth of the mine or at the door 
of the mint), and the wise direction of 
the monetary printing press. 


*See After Reflation, What? by Irving Fisher, 1933 
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Defeatists say that gold, at least, must 
be exempt from management; or that pa- 
per money must not participate in it 
except in one direction. But why should 
one form of money be more exempt than 
another? 

Some defeatists also say that the veloc- 
ity of money is perverse and will inevit- 
ably defeat any manipulation of the mere 
quantity. But Sweden has not found it 
so, in the stabilization phase; and in the 
reflation phase, Mr. Roosevelt has thus 
far worked chiefly on velocity. Velocity 
is upset chiefly by the hoarders; and Mr. 
Roosevelt has so convinced the hoarders 
that the price level will rise that they 
are returning their hoards to circulation 
in anticipation of rising prices, thus rais- 
ing them. 

Those who prophecy failure for man- 
agement base their fears, I think, on the 
kind of management they have seen. This 
has usually been a single act of manage- 
ment not followed up—as if a driver; off 
the road, should give his steering wheel 
just one turn and then tie it or let go 
of it altogether. The choice that con- 
fronts us is not a choice between man- 
agement and no management, but be- 
tween the sporadic, helter-skelter man- 
agement of the past and genuine, con- 
tinuous management. 

In conclusion, I quote from the 
“Monthly Review” (for October-Novem- 
ber 1933) of perhaps the greatest bank in 
the world, the Midland Bank of England, 
headed by Reginald McKenna, perhaps 
the greatest banker. “Sterling” (says the 
above Review) “is a pure managed cur- 
rency, almost completely divorced from 
gold for an indefinite period;” adding 
(perhaps boastfully): “It provides the 
only basis of true monetary stability 
today.” 





HEN we control business in the 

public interest we are also bound 
to encourage it in the public interest 
or it will be a bad thing for everybody 
and worst of all for those on whose 
behalf the control is nominally exer- 
cised. 

—THE LATE THEODORE' 
ROOSEVELT. 
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The ‘Old Swedes?’ Church 


Thoughtful Philadelphia people 
have made use of Provident trust 
protection for family welfare 


since 1865. 


PROVIDENT TRUST COM PANY 


OF PHILADELPHIA 




















PP UPUUUSULONAAOOUSOSEORODOOSDODOCUSOSSSNSAttRORHUEEEDS 





HOME LOAN BONDS. AND GOVERNMENT GUARANTEE 





PUPOSPEFASSTPCUUSTCSARUTICHFECHILOCSOSOUOOTUROSOSEESSSSSESONIO! 


Analysis of Holders’ Rights in Event of Default of Either 
Interest or Principal 


. HE “Home Owners’ Loan Act of 
1933” was one of the many relief 


measures sponsored by the Admin- 
istration. It was enacted primarily for 
the benefit of those individuals who were 
in danger of losing their homes through 
foreclosure proceedings. 

In order to facilitate the exchange of 
the Home Owners’ bonds for the original 
mortgages, and to insure a proper market 
for these obligations, they were provided 
with many attractive features. The most 
valuable of the special privileges afforded 
this issue was the guarantee of interest 
payments by the United States. The offi- 
cial ‘prospectus definitely states that in- 
terest, and interest only, is guaranteed by 
the Government, and that such interest 
is guaranteed until the maturity of the 
obligation. 

Nevertheless, confusion apparently ex- 
ists as to the liability of the United 
States in the event of default of principal 
by the Home Owners’ Loan Corporation 
at maturity. This confusion is due, in 
part, to faulty legal analyses prepared 
by private parties. On various occasions, 
it has been implied that default of such 
principal would extend the liability of 
the Government, as to interest payments, 
until the principal were paid. Because of 
this, and other similar episodes, it was 
deemed necessary to undertake a thor- 


ough legal analysis of the issue and to’ 


inquire as to the rights of the bondholder, 
in the event of default of either interest 
or principal, against the Home Owners’ 
Loan Corporation and the United States.’ 

The two outstanding legal questions 
raised by the “Home Owners’ Loan Act 
of 1933”* are—— 





1The authors wish to express their appreciation to Mr. 


= ag" for his assistance in this work. 


No. 43, 73rd Congress, ist Session (1933), 
Stat. oe. (1933), 12 U.S.C.A. Supp. § 1461 (1933). 
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1. What are the bondholders’ rights 
against the Home Owners’ Loan Cor- 
poration? 

2. What are the bondholders’ rights 
against the United States Govern- 
ment? 


The answer to the first question is com- 
paratively simple. The Act’ provides 
that the Corporation shall be an instru- 
mentality of the United States and shall 
have authority to sue and be sued in any 
court of competent jurisdiction, federal 
or state. It is obvious, therefore, that 
the Corporation is liable on its obliga- 
tions to the same extent as any other pri- 
vate corporation. Hence, no great legal 
problem is involved here. 


However, when we attempt to ascertain 
the rights of the investor against the 
United States, it becomes apparent that 
the second phase of the problem is more 
complex. The Act provides that—— 

“Such bonds ... shall be fully and un- 

conditionally guaranteed as to interest 

only by the United States, and such guar- 

antee shall be expressed on the face 

thereof.’ 
It is important to note that the United 
States undertakes to guarantee payment 
of interest, and interest only. It must be 
realized that the point in question is not 
whether the United States is liable for in- 
terest on its own obligations until ma- 
turity. The problem presented is whether 
the Government is liable on its contract 
of guarantee until payment of principal 
by the Corporation. In other words, 
“Will the United States, as guarantor, be 
liable for the payment of interest only 
until the date of maturity? Or will it be 
liable until the actual date of payment, 
even though after maturity?” 





%Sec. 4 (a); 12 U.S.C.A. Supp. § 1463 (a). 
*Sec. 4 (c); 12 U.S.C.A. Supp., § 1463 (c). 
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According to the rule applicable to pri- 
vate individuals, a contract of interest 
guarantee extends only to that interest 
falling due before the maturity of the ob- 
ligations. This rule should apply to the 
present situation. It is believed that no 
distinction should be made between pri- 
vate individuals and quasi-public cor- 
poration. Although the principal amount 
of an obligation may remain unpaid at 
maturity, the guarantor is not liable for 
interest after that date.” It is probable 
that this rule covers the case at hand. It 
seems fairly certain, therefore, that the 
Government will be held liable for inter- 
est on these obligations only until the 
date of maturity. 

Granting that the United States is li- 
able for the payment of interest for a pe- 
riod of eighteen years, how may this li- 
ability be enforced? It is elementary that 
the United States cannot be lawfully sued 
without its consent. In granting such 
consent, Congress has the absolute dis- 
cretion to specify the cases and contin- 
gencies upon which the liability of the 
Government may be submitted to the 
courts for judicial determination.® The 
Statute’ creating the Court of Claims spe- 

*Hamilton vs. Van Rensselaer, 43 N. Y. 244 (1871); 
Melick vs. Knox, 44 N. Y. 676 (1871); Rector vs. McCarthy, 
61 Ark. 420, 33 S. W. 633 (1896); Bousquet vs. Ward, 116 
Iowa 126, 89, N. W. 196 (1902); Merritt vs. Haas, 106 
Minn. 275, 118 N. W. 1023 (1908). In Hamilton vs. Van 
Rensselaer supra, Church, Ch. J. said: ‘‘The construction 
contended for by the plaintiff (7. e., that the guarantor 
was liable for interest until date of actual payment) might 
render the contract as burdensome as if it had been a 
guaranty of the payment of the principal itself. The de- 
fendant might never be able to discharge the obligation, 
except by the payment of the principal, and in that case 


the result would be to compel him to substantially per- 
form a contract which it is conceded he never entered into.”’ 


To determine the duration of the guarantor’s liability 
for interest payments requires a construction and inter- 
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cifically confers upon that court jurisdic- 
tion over claims founded on contract in 
cases where the plaintiff would be en- 
titled to redress against the United 
States if it were suable. 

Under the terms of the Act, the right 
to bring suit against the Corporation is 
expressly conferred. The question may 
now be asked, “In case of default in the 
payment of such interest by the Home 
Owners’ Loan Corporation, may the bond- 
holders sue the Government?” The Act 
provides that 

“In the event that the Corporation shall 

be unable to pay upon demand, when 

due, the interest on any such bonds, the 

Secretary of the Treasury shall pay to 

the Corporation the amount of such in- 

terest, which is hereby authorized to be 
appropriated out of any money in the 

Treasury not otherwise appropriated, 

and the Corporation shall pay the 

amount of such interest to the holders 
of the bonds.’ 

It is evident that the liability of the 
United States in guaranteeing the inter- 
est assumes a limited rather than a di- 
rect form. In other words, the Govern- 
ment promises to pay such funds to the 
Corporation and not to the bondholder 
directly. The right of the Corporation to 
sue is conferred. But can the bondholder, 
who occupies the position of creditor of 
the Corporation, sue directly? This par- 
ticular problem has never been litigated. 
Consequently, no definite prediction can 
be made of the outcome of such a suit. 

However, there are three possibilities. 
A liberal ce»struction of the Statute 
might be taken, insuring substantial jus- 
tice to the bondholder. The courts might 
interpret the Act as manifesting an in- 
tent on the part of Congress to give legal 
effect to the position of the bondholder 
pretation of the agreement in the light of all the surround- 
ing circumstances. The parties, of course, may agree that 
the guarantee of the interest payments shall continue until 
payment of the principal, even though after the maturity 
of the obligations. However. in Tyler vs. Waddington, 58 
Conn. 375, 20 A. 335 (1890) and King vs. Bates, 149 Mass. 
73, 21 N. E. 237 (1889), it was held that the guarantor was 
liable for the payment of interest as long as the principal 
sum remained unpaid. Although these two cases are dis- 
tinguishable on the facts from the cases, first cited, they 
must be reckoned with in any consideration of the rule 


stated in the text. 


*Schillinger vs. United States, 155 U. S. 163, 15 Sup. Ct. 
85, 39 L. Ed. 108 (1894). In this case, Mr. Justice Brewer 
said: ‘‘Beyond the letter of such consent the courts may 
not go, no matter how beneficial they may deem, or in 
fact might be, their possession of a larger jurisdiction over 
the liabilities of the government.” 

7Judicial Code, section 145, 28 U.S.C.A. § 250 (1928). 


8Sec. 4 (C); 12 U.S.C.A. Supp. § 1463 (c). 














as the real party in interest. A somewhat 
analagous situation is the familiar 
“stockholders’ suit.” In such a_ case, 
where a prior demand has been made on 
corporate authorities to act, in the event 
of their refusal or unwillingness to do so, 
the stockholder is permitted to bring a 
derivative suit, founded on rights prop- 
erly assertable by the corporation.” 
Here, the obvious intent of the Act is 
to make the bondholder the recipient of 
the interest payments. If the Home Own- 
ers’ Loan Corporation, being unable to 
pay the interest charges out of its own 
funds, should fail or refuse to petition 
the Secretary of the Treasury for pay- 
ment, this derivative right of the bond- 
holder may be recognized by the courts. 
After default in interest payments, a 
second procedure might be possible. The 
Corporation might be placed in receiver- 
ship by a bondholder as judgment cred- 
itor. The receiver could then bring suit 
against the United States upon the con- 
tract of guaranty. Through the receiv- 
er’s action, the bondholders’ rights to 
payment would be secure.” However, in 
addition to the numerous difficulties 
which such a course of action presents, it 
is questionable whether the Corporation, 
as a “government corporation,” could be 
placed in the hands of a receiver.” 
Finally, there is a third possible rem- 
%See 13 Fletcher, Private Corporations (1932) § 5939 
et seq. it is apparent that the analogy is imperfect and in- 
complete. The ‘‘stockholders’ suit’’ rests upon the assump- 
tion that the stockholder is only a nominal plaintiff, the 
corporation being the real party in interest. In legal effect, 
the suit is one by the corporation instituted by the stock- 
holder as its representative. See Ballantine, Private Corpor- 
ations (1927) § 186. If a similar action were permitted 
the bondholder, the courts would be recognizing the 
derivative cause of action in favor of the real party in 


interest. 

The inherent difficulty in finding a means to enable 
the bondholder to sue the United States directly finds 
expression in the statement of Mr. Justice Brewer, supra 
note 6. Section 4 (c) of the Act. quoted in the text, would 
be rendered ineffective in protecting the rights of the in- 
vestor were the court to deny the bondholder the right to 
sue directly. If the guarantor were a private person, the 
bondholder could sue him directly upon the legal prin- 
ciples of third party beneficiaries of subrogation (deriva- 
tive rights). 

The basic problem is one of statutory construction #. ¢., 
an effort to find intent on the part of Congress which would 
evidence a consent of the United States to be sued. This 
problem presents many difficulties and involves the con- 
sideration and balancing of conflicting interests, both 
legal and economic. See Note (1932) 32 Columbia Law 


Review, 881, on “Government Corporations in Business.” 
See 2 Clark, Receivers (1929) § 702; J id. § 355 et seq. 
NIn creating similar “government corporations,” i. ¢., 

the Federal Land Banks and the Federal Joint-Stock Land 

Banks, Congress specifically empowered the Federal Farm 

a Board to appoint a receiver upon default of any op- 

ligation. 


39 Stat. 381 (1916), 12 U.S.C.A. §§ 961-63 


TRUST COMPANIES 





49 


edy. It is probable that mandamus would 
lie against the Secretary of the Treasury, 
in behalf of the Home Owners’ Loan Cor- 
poration, to compel him to perform the 
purely ministerial act of paying the in- 
terest.” In view of the modern develop- 
ment in proceedings by mandatory in- 
junction, the possibility exists that the 
bondholder might be in a position to se- 
cure direct action against the Secretary 
of the Treasury by literally forcing the 
Corporation to bring suit.” 

In the final analysis, however, the meet- 
ing of interest and the payment of prin- 
cipal at maturity, may be matters of 
practical expediency. Having taken such 
emphatic steps to protect the home-owner, 
it would seem that, as a matter of policy, 
the Federal Government could ill afford 
to allow the investor to suffer a loss on 
these obligations. Critics of the present 
Administration meet this line of reason- 
ing by replying that, at the maturity of 
these bonds, this particular experiment 
may be regarded as just one more mis- 
take in an attempted transition to a “per- 
fect state.” The investor alone must de- 
cide upon the permanency of our new 
social order. 


(1927). See Krauthoff vs. Kansas City Joint-Stock Land 
Bank, 23 F. (2) 71 (C. C. A. 8th, 1927). It might oe argued 
with much force and effect that the omission of a similar 
section in the present Act indicates an intention on the 
part of Congress that the Corporation should not be sub- 
ject to receivership proceedings. 


However, even though Congress has specifically pro- 
vided for the appointment of statutory receivers, it has 
been held that where a situation calling for equitable re- 
lief arises and is not covered by statute, the court may 
appoint a receiver for a national bank. Grout vs. First 
National Bank, 48 Colo. 557, 111 Pac. 556 (1910); Wallach 
vs. Billings, 161 111. App. 317 (1911), affirmed 277 111. 
218, 115 N. E. 382 (1917). See also Richmond vs. Irons, 
121 U. S. 27, 48-50, 7 Sup. Ct. 788, 30 L. Ed. 864 (1887). 
Similarly, an equity court may appoint a receiver of land 
mortgaged to a joint-stock land bank. O’Connell vs. St. 
—_ Land Bank, 170 Ark. 778, 281 S. W.. 385 
1926). 

Robert vs. United States ex rel. Valentine, 176 U. S. 
221. 20 Sup. Ct. 376, 44 L. Ed. 443 (1900); United States 
ex rel. Parish vs. MacVeagh, 214 U. S. 124, 29 Sup. Ct. 556, 
53 L. Ed. 936 (1909); Ballinger vs. United States ex rel. 
Frost, 216 U. S. 240, 30 Sup. Ct. 338, 54 L. Ed. 464 (1910). 
See also 7 Longsdorf, Cyclopedia of Federal Procedure 
(1930) § 3627 e seq. 


Injunctions are granted only by courts of equity and 
only in cases of equitable cognizance according to the 
principles of equity jurisdiction. It has been held that 
where the remedy by mandamus is not as available as 
relief in equity, a mandatory injunction will be granted. 
Loisel vs. Mortimer, 277 Fed. 882 (C. C. A. Sth, 1922). 
A fiduciary relationship can be implied between the Home 
Owners’ Loan Corporation and the bondholder to compel 
the former to obtain the interest payments from the 
United States. The growing concept of constructive trusts 
and its continued recognition by the courts lead to the 
belief that the matter under consideration properly falls 
within this well recognized basis for equitable jurisdiction. 
See Thompson vs. Emmett Irr. Dist., 227 Fed. 560, 566 
(CC. A. 9th, 1915). 
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RESOURCES | 
Cash on Hand, in Federal Reserve Bank, 
i} and due from Banks and Bankers......................... $ 202,490,022.07 | 
U. S. Government Securities........................ eee eery 393,765,199.42 | 
Notes of Reconstruction Finance Corporation............... 29,637 ,638.03 
Dit iaky shank cass scvniesdpsndesoxeed 77,183,909.84 
Stock of the Federal Reserve Bank.......................205- 7,800,000.00 
eae hek bad Gd edwidtdaxs +4 Chr ieee Kes 22,137,673.81 
Loans and Bills Purchased...................c0ccccccccccces 541,614,198.56 
Real Estate Bonds and Mortgages...................+-2e200: 2,393,976.64 
Items in Transit with Foreign Branches..................... 272,729.92 
Credits Granted on Acceptances.................0.0.eeeeeees 106,189,768.58 
SEER SES ER rae ae rere 14,071,404.72 
i iS octal NS. oe La erga a avanaieh 114,456.50 
Accrued Interest and Accounts Receivable................... 21,882,834.59 | 
| $1,419,553,812.68 | 
LIABILITIES 
A Cee ee nae en ae eer Aart $ 90,000,000.00 | 
I ee Sod es 2h eh Jo ea er 170,000,000.00 | 
ES AE TEER REO Te IN 7,985,635.76 | 
iI ———————— $_ 267, 985,635.76 
Capital Note (Payable on or before July 31, 1934)............ 20,000,000.00 
il Accrued Interest, Miscellaneous Accounts | 
| Payable, Reserve for Taxes, etc..............:ccccccececees 5,708,549.19 | 
RE ITE Oa Se Tr ee ee ara 106,189,768.58 
| Liability as Endorser on Acceptances | 
| NG 8 en olen VSsa glia Seca Ae macau alee Mania piece 87,207.00 
rE. id ale bate bSGr ale eC R ee eee $994,126,731.51 
iI Gstatamdine Clseckkes.. . 0... no ccc cece eee 25,455,920.64 1,019,582,652.15 | 
| $1,419,553,812.68 


























51 








TRUST NEW BUSINESS EFFORTS OF 1933 REVIEWED 


Plans for 1934 Recognize Importance of Continuous 
Activity in Developing Good Will 





O provide basis for an authoritative 

presentation of facts regarding ef- 

forts made to attract new trust 
business during 1933, Trust CoMPANIES 
Magazine during the latter part of De- 
cember and early days of January re- 
quested the cooperation of a large num- 
ber of trust executives, selected as a rep- 
resentative cross section of trust depart- 
ments of all sizes throughout the country. 


Since most trust departments are con- 
fronted with unusually heavy adminis- 
trative duties in the first half of Janu- 
ary, the large percentage of replies re- 
ceived was especially gratifying. Most 
of the letters not only gave the informa- 
tion desired but also added explanatory 
facts. 

Three specific questions were asked: 

1. What trust new business getting 
methods did you use during 1933? 

2. If one particular effort produced bet- 
ter results than the others, please de- 
scribe that effort. 

3. If you have already decided upon the 
trust new business efforts which you ex- 
pect to make during 1934, and are will- 
ing to do so, please outline. 

Replies to the first question indicated 
that the chief methods used by a great 
majority of trust departments actively 
engaged in trust new business efforts dur- 
ing 1933 were direct mail advertising and 
personal solicitation. It is an odd coin- 
cidence that the percentage of those who 
used direct mail advertising slightly 
more than half was almost exactly the 
same as the percentage using personal 
solicitation, yet little more than twenty 
per cent employed both methods. 

Of this last group, approximately 
three-fourths used full-time trust solicit- 
ors, while the others relied on part time 


solicitation by trust officers and in some 
cases by other executive officers outside 
of the trust department. 

Supplemental advertising in newspa- 
pers was used by a little more than half 
of those who employed both the direct 
mail and solicitation methods. Few of 
the replies gave complete details regard- 
ing newspaper advertising; consequently, 
no reliable data can be given as to the , 
average amount of space, number of in- 
sertions, or style of copy. A few of those 
employing these three methods simulta- 
neously, sent personal letters to pros- 
pects. A few also used window displays. 

None of the institutions reporting the 
use of newspaper advertising relied ex- 
clusively on this method of attracting 
new trust business. Approximately thir- 
teen per cent relied entirely on the per- 
sonal solicitation method. Twenty per 
cent of the total made no mention of any 
promotional activity other than direct 
mail solicitation. 

Miscellaneous Methods 

Several other methods were mentioned, 
but not with sufficient frequency to jus- 
tify classification in percentages. 

“We continued our contract with life 
underwriters,” one trust executive said, 
“but not so keenly as during high times; 
advertising in local monthly bulletin is- 
sued by life underwriters; sent Christ- 
mas cards to life underwriters and a few 
outstanding prospects.” 

“The truth of the matter is” another 
executive explained, “that for some time 
past our efforts have been pointed toward 
the proper conservation of the estates 
already in hand, rather than in an en- 
deaver to obtain new ones. So often the 
estates which were available have been 
in such deplorable shape that we would 
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hesitate to take full responsibility in fu- 
ture management. 

“Our endeavors in promotion or exten- 
sion of the departmental work have been 
confined largely to personal solicitation 
by trust officers and by one of our senior 
executive officers in the Commercial 
Department who is very widely and fa- 
vorably known. He has undertaken to 
give special support to the trust depart- 
ment and, to keep himself informed in 
trust matters. He attends all trust com- 
mittee meetings. We can trace several 
pieces of worth-while business to his 
efforts.” 

One bank president wrote: “We used 
the newspaper column once a week in 
which questions and answers were given 
respecting questions which people inter- 
ested in trust service would be most like- 
ly to ask, I think we had about 150 ques- 
tions answered in this way in non-techni- 
cal language. We used no personal solici- 
tation nor did we send out direct mail 
or pamphlets; we rather kept quiet all 
year. 


Charles Webster, vice-president and 
trust officer, National Bank of Commerce 
of Norfolk, Norfolk, Va., replied: “Our 
method of working for new trust business 
during 1933 was mailing of personal let- 
ters to a carefully selected list of pros- 
pects, followed by visit from solicitors. 
We expect to continue this line of effort 
during 1934.” 

The third specific request: “If one par- 
ticular effort produced better results than 
the others, please describe that effort,” 
unfortunately did not produce as many 
definite replies as we had hoped. Of those 
that did make a definite statement, 50 per 
cent were in favor of personal solicitation. 
The others were divided between direct 
mail advertising combined with full time 
personal solicitors and direct mail ad- 
vertising followed up by personal calls 
by trust officials upon receipt of inquiry 
from prospects. 


Typical Answers 


The following quotations from other 
letters received are typical of many: 

“Replying to the questionnaire enclosed 
with your letter of January 3d, we made 
use of no unusual trust new business- 
getting methods during 1933. As in the 
past, we used direct mail folders to a 
comparatively small, carefully selected, 
mailing list, each folder being accompa- 
nied by a return card, with postage pre- 
paid, with which the recipient could with 
very little effort request a booklet or 
other more elaborate piece of advertising 
material to which reference is made in 
the folder originally mailed. 

“For the past several years, we have 
imprinted on these return cards, from the 
same addressograph plate used in ad- 
dressing the envelope, the name and ad- 
dress of the prospect. We have addressed 
the return cards simply to the post office 
box number of the bank, and have word- 
ed them in such a manner as not to dis- 
close the character of the prospect’s in- 
quiry, e.g. ‘Please send a copy of your 
booklet to ———.’ 

“We have continued our newspaper ad- 
vertising, with a few more of the adver- 
tisements devoted to trust subjects than 
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usual. It is not our practice, however, 
ever to use coupons or similar devices to 
invite inquiries by mail from readers of 
the newspaper advertising, preferring to 
confine this more direct solicitation to 
the names on our mailing list. 

“During the year we enjoyed a gratify- 
ing increase in new business. Will ap- 
pointments increased 54 per cent over 
1932; life insurance trusts increased 24 
per cent in number and 40 per cent in 
face value of insurance policies, exclu- 
sive of accident policies, trusteed; and 
accounts actually opened increased in 
number approximately 18 per cent over 
1932, with a very substantial increase in 
assets received during the year in court 
accounts. 

“We are inclined to attribute this in- 
crease not so much to any type of adver- 
tising or new business efforts, as to a 
greater appreciation on the part of the 
public of the desirability of our policy, 
which has been in effect since the organi- 
zation of the department, never to buy se- 





curities for our trust accounts, directly 
or indirectly, from any department of 
the bank, nor to have any subsidiary 
dealing in securities. 

‘ While we realize that under the N.R.A. 
Code, prohibiting self-dealing as it does 
in Section 2 of Article IV of Schedule A, 
all trust institutions will be compelled 
hereafter to follow the same practice in 
this respect, we are apparently benefit- 
ing by the fact that we have at no time 
followed any other practice. We are also, 
we believe, benefiting by the showing 
that the bank itself has made during 
these strenuous times. 

“For 1934 we expect to continue the 
same type of new business efforts as in 
the past, and contemplate no innovations 
or unusual features.” 


More Optimism Reported 
After relating the history of the clos- 
ing of a number of trust institutions in 
his section, one vice-president states: 
“These companies failed largely on ac- 
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count of the operations in their mortgage 
loan departments, in my judgment. The 
failure of these companies occasioned a 
substantial investment loss for a vast 
number of their clients and was respon- 
sible for a reflection being cast upon trust 
companies as a whole. 

“We realize that we have been on the 
defensive for the past two or three years. 
For that reason we have not made any 
extraordinary effort to develop new busi- 
ness but rather have confined our efforts 
to retaining the business that we now 
have and at the same time endeavoring 
to build a reputation for conservatism 
and knowledge of our own business. 

“We do not have any constructive ideas 
as to the future, and particularly the 
coming year. We intend to keep right on 
sawing wood on the theory that if we 
handle our present volume of business 
satisfactorily and prove worthy of the 
name we will obtain through the regular 
and normal sources our share of the trust 
business when, as and if conditions are 
finally adjusted. 

“You may be interested in knowing 
that we feel very much more optimistic 
this year than we did a year ago. Con- 
ditions in the agricultural! sections are 
apparently on the mend. The Govern- 
ment is refinancing a vast volume of farm 
loans and are aiding the farmers through 
the wheat allotment, and corn and hog 


programs. The attitude of the farmers 
is both encouraging and more or less op- 
timistic.” 

Another trust officer says: 

“In response to your letter of January 
2d we wish to advise you that during the 
year 1933 we used no other new business 
getting methods except the ‘Safety for the 
Future’ series of The Purse Company of 
Chattanooga, Tenn., which was started in 
October. 

“This advertising campaign contem- 
plates the mailing monthly for twelve 
months to a selected list of prospects of 
a pamphlet emphasizing the need of a 
will or trust agreement. We are not yet 
in a position to judge of the merits of 
this series, although material of The 
Purse Company has brought satisfactory 
results for us in past vears.” 


Life Insurance Trusts 


One trust officer got best results from 
“personal interviews at bank with pros- 
pects, who came in voluntarily; some 
were encouraged by underwriters and 
others over a period of time.” After stat- 
ing that “we believe that a restriction to 
legal investments has a strong pulling 
power” he later comments: 

“About 10 per cent of our $4,000,000 life 
insurance trusts have been cancelled and 
lapsed so far as we know. Of course, we 
realize that some policies might be can- 

















celled without our knowledge. Our life 
insurance trust business began nine 


years ago. We have had twelve deaths 
under various situations, the administra- 
tion of all of which have proved very 
agreeable all around. One of our trusts 
has withstood test in judge’s chambers 
without expense; also one of our insur- 
ance trusts has demonstrated the fact 
that it is good against creditors of the 
insolvent estate of the insured.” 

Guy Price, vice-president and trust of- 
ficer The Fort Worth National Bank, 
Fort Worth, Tex., writes that “we con- 
cluded some time ago that our efforts 
would best be spent in diligent work on 
the assets of trusts already under ad- 
ministration, as result of which made no 
effort to obtain new appointments during 
the year, merely accepting such appoint- 
ments as were tendered. We have no defi- 
nite new business program planned for 
1934, preferring to devote our entire time 
to present appointments for sometime 
yet; being firmly convinced that we could 
not undertake a new business program 
and still give our present business the 
attention it merits without an increased 
personnel of the department which is not 
desirable, in our opinion.” 

The request for information contained 
also the following: 

“If you have already decided upon the 
trust new business efforts which you ex- 
pect to make during 1934, and are willing 
to do so, please outline.” 

This did not elicit much information 
regarding contemplated changes in meth- 
ods. The majority seemed satisfied to fol- 
low, for 1934, the plans used during 1933. 

While there were not enough changes 
in methods anticipated or planned to 
justify a classification according to per- 
centages, many letters did express a gen- 
eral desire to expand trust new business 
efforts. A number who used personal 
solicitation exclusively during last year 
expect to add direct mailing matter. A 
tendency manifested itself for greater 
use of planned newspaper advertising. 
Several of the larger trust institutions 
have under consideration the use of radio 
broadcasting. Some are planning an en- 
largement of their new business depart- 
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ments. An especial emphasis was occa- 
sionally placed upon the need to increase 
the scope and usefulness of the estate 
planning end of the prospective new busi- 
ness work. 


Recognized As Fertile Field 


The generally expressed optimism of 
the majority of trust executives from all 
sections of the country clearly showed 
that they are convinced that the really 
large field for corporate fiduciary serv- 
ices is fertile and only awaits constant 
tilling and cultivation in order to pro- 
duce a most satisfactory harvest. 

Several letters are published in full or 
in part. Each is representative of other 
replies from executives, many of whom 
requested that their names be not used. 

J. M. Johnston, assistant vice-presi- 
dent, Girard Trust Company, Philadel- 
phia, Pa.: 

“Referring to your letter of January 3d 
in which you enclosed memorandum for 
us to fill out in regard to our efforts to 
attract new business for the year 1933 
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and program for 1934, I iieaian 2 there is 
little to give you along this line other 
than to say that we maintain a new busi- 
ness and estate planning department 
which follows up such leads as are 
brought to its attention either as the re- 
sult of advertising or suggestions made 
to it by the staff and clients. 

“Our advertising program, of course, 
includes the usual newspaper and direct 
by mail advertising designed to obtain 
new business leads. 

“In addition, we issue at irregular in- 
tervals a small publication called ‘The 
Girard Letter’ which has a sizable cir- 
culation, and which aids in developing 
and retaining good-will toward the com- 
pany and also furnishes leads for new 
business. ‘The Letter’ perhaps is our best 
advertising medium.” 

R. M. Alton, trust officer, The United 
States National Bank, Portland, Ore.: 

“During 1933 we used the same plan for 
developing trust business as we used 
heretofore, namely, newspaper advertis- 
ing blended with that of the general ad- 
vertising of the bank. Also, each month 
we mailed circulars to those on our mail- 
ing list, following this by the use of one 
full time solicitor. 

“The results during 1933 bore out our 
present opinion that both direct and in- 
direct advertising for trust business can 
only produce good results when actively 
followed up by a solicitor who calls upon 
a prospect treated with the advertising. 
Our results have been satisfactory for the 
year. 

“In view of our steady increase in busi- 


ness and good results from the methods 
heretofore adopted, we do not plan to 
make any change in our business-getting 
policy for the coming year.” 

G. B. Arnold, vice-president and trust 
officer Dominion National Bank, Bristol, 
Va.-Tenn.: 

“Our experience in the trust business 
convinces us that in order to get new 
business and really build a live, vital 
trust department, at least two things 
must be done aside from giving the busi- 
ness in hand that high type of service re- 
quired. First, a dignified advertising pro- 
gram must be had and, second and most 
important is a full time outside solicitor. 
Our trust department has been happily 
surprising us since we organized it, and 
I attribute the greater part of our busi- 
ness coming to us because of our good 
fortune in having as a full time outside 
solicitor a man peculiarly qualified for 
that work in that he is a man of high 
character, has had experience in the ad- 
ministrative and detail phase of trust 
work, and by temperament is a splendid 
salesman in that particular line.” 

R. H. McKee, trust officer, Wheeling 
Dollar Savings & Trust Company, Wheel- 
ing, W. Va.: 

“The Wheeling Bank & Trust Company 
of this city, of whom the writer was trust 
officer, depended on his own efforts per- 
sonally, and the recommendation of his 
friends, whom he has served faithfully 
and satisfactorily, for increase and new 
business in the trust department. 

“The combination formed recently be- 
tween the Dollar Savings & Trust Com- 
pany of this city and the Wheeling Bank 
& Trust Company of this city, under the 
new name of the Wheeling Dollar Sav- 
ings & Trust Company, and of which the 
writer was appointed trust officer of the 
combination, intends, in the future, to 
depend on new business, mostly through 
the efforts of its various officers, together 
with faithful and honest service which, 
of course, brings with it a recommenda- 
tion to others from the people whom you 
have served. We also believe personal 
contact by the officers of any institution, 
with a word dropped here and there as 
the opportunity presents itself, to our 
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mind is more productive than the ex- 
tensive advertising indulged in by some 
trust companies. We also believe that 
advertising should not be entirely 
dropped but should be curtailed to some 
extent.” 

R. W. Sprague, vice-president and trust 
officer, The National Bank of Commerce 
of Seattle, Wash.: 

“I would answer the questionnaire 
with reference to getting new trust busi- 
ness sent with your letter of December 
30th as follows: 

“1. During 1933 we used direct mail ad- 
vertising and personal solicitation. 

“2. As the two naturally worked togeth- 
er, it is hard to say which produced the 
best results, although I am inclined to 
think that if we had to give up one or 
the other we would prefer to keep the 
contact man. We confess a slight dis- 
appointment in the results obtained by 
our efforts to attract trust business dur- 
ing the year. 

“3. We will probably follow the same 
general plan of trust development during 
1934. 

“I am inclined to think that during the 
prosperous years too much money was 
spent in wasteful advertising and high- 
powered solicitation. I rather favor a 
national program of trust education. It 
will take a lot of money and effort to 
undo the animosity against banks and 
some unfavorable publicity in certain sec- 
tions with reference to trust manage- 
ment. Trust advertising must be more 
educational for a time and solicitation 
should have greater consideration both as 
to the character and ability of the solici- 
tor and the prospect interviewed.” 

H. J. Clark, trust officer City National 
Bank & Trust Company of Chicago: 

“During 1933, we continued the new 
business activities for our trust depart- 
ment through the business extension divi- 
sion which is under my direction as trust 
officer. We used three full-time new busi: 
ness representatives, one of whom is an 
officer of the bank. The activities cov. 
ered corporate as well as personal trusts. 
However, most of the efforts was devoted 
to conservation of existing business. 

“Personal solicitation of customers of 
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other departments in the bank was pro 
ductive of best tangible results. 

“In 1934, we plan to continue to work 
on personal solicitations and hope to sup- 
plement this by well organized direct 
mail advertising to a small list of pros- 
pects not yet reached.” 


A Detailed Statement 


With the approval of the Bank of 
America National Trust & Savings As- 
sociation, Paul S. Chalfant, Los Angeles 
oftice, The Purse Company, has sent us 
data from which we quote: 

“Bank of America offers a metropoli- 
tan banking service through 415 branches 
in 248 cities and towns of California. 

“Since any metropolitan banking serv- 
ice today includes an efficient trust de- 
partment, the Bank of America recently 
launched an interesting program designed 
to disseminate information about its 
trust services to all of its customers and 
friends who can use them. The first step, 
properly, was to see that all officers and 
employees who contact the public should 
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know more about the trust department, 
what it does, and for whom it can per- 
form these services. 

“A course of instruction was prepared 
under the direction of W. J. Kieferdorf, 
vice-president and senior trust officer, 
and has been given in a series of five 
meetings in each of seventeen central 
points. There was an attendance of 600 
in San Francisco, 400 in Oakland, and a 
total attendance of more than 1,800 for 
the seventeen groups. 

“The nature of the syllabus for the 
course of instruction is interesting, but 
the most significant and useful part of 
the plan to other trust officers, in my 
opinion, is the quantity and quality of 
the support accorded to the trust depart- 
ment by the executive management of 
the bank. Like the man biting the dog, 
that is news. 

“Last fall The Bank of America had 
twenty-seven officers of its trust depart- 
ment registered at the Pacific Coast and 
Rocky Mountain States Trust Conference 
held at San Francisco. In addition to 


attending the four sessions of conference, 


these trust officers and the senior execu- 
tive officers of the bank met in strictly 
‘family council’ Friday night and again 
Saturday morning. With Mr. Kieferdorf 
presiding, executive officers who took 
part in these meetings included Will F. 
Morrish, president, L. M. Giannini, senior 
executive vice-president; Arthur Rey- 
nolds and Leon Bocqueraz, vice-chairmen 
of the board; Hugh L. Clary, vice-presi-. 
dent and vice-chairman of the operating 
committee; Charles P. Partridge, vice- 
president for business extension; George 
W. Schmitz, John M. Perry, Arthur Con 
nick and Howard Whipple, district vice- 
presidents; and Peter Michelson, man- 
ager of advertising and publicity. The 
following is what some of these officers 
had to say: 

“Mr. Morrish—T feel it is part of our 
banking duties to bring to the ‘attention 
of our clients the valuable services of- 
fered by the bank through its trust de- 
partment. Increased trust business means 
a wider bank service and that develop- 
ment will reflect itself in increased bank 
earnings.’ 


“Mr. Giannini pointed out that ‘the 
trust department is an integral part of 
the bank and banking duties include an 
earnest effort to develop business for all 
departments.’ 


“Mr. Partridge acknowledged the ef- 
forts of the officers and employees of the 
trust department toward an increase of 
more than $75,000,000 in deposits since 
January 1, 1933, and pledged the trust de- 
partment the active cooperation of the 
extension division in the development of 
new trust business. 

“It was at this meeting that Mr. Kief- 
erdorf outlined the plan to conduct the 
short course in trust functions for offi- 
cers and selected employees. Pointing 
out that in other days a banker’s tech- 
nical knowledge was usually limited to 
commercial banking and credits, he said, 
further, ‘With the development of corpo- 
rate trust service, and because of the 
large number of banks now operating 
trust departments, a knowledge of trust 
functions is a necessary part of a bank- 
er’s training. To impart that knowledge 
is one of the purposes of the course.’ 

“Upon the return of the trust officers 
to their respective districts the meetings 
were put under way, and it is interesting 
to note that one or more senior officers 
from the head office attended each open- 
ing meeting to put the full force of the 
management at the command of the trust 
department. 

“At the Oakland meeting Mr. Clary 
said in part: ‘I think our trust depart- 
ment has one of the greatest futures, the 
greatest possibilities for future develop- 
ment, of any department of the bank. In 
trust work you are dealing with an abso- 
lutely fundamental need.’ 

“At the same meeting Mr. Kieferdorf 
made the following significant statements 
about trust department policies: ‘When 
A. P. Giannini planned to give California 
state-wide metropolitan banking service, 
he felt that no community, however small 
or remote, should be deprived of the serv- 
ice of a big city bank, and that this serv- 
ice should be complete in every respect. 
Hence, trust service on a state-wide scale, 
in addition to commercial and savings 
banking, was but the consummation of 
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that ideal. Early, in surveying the field 
for trust business, it was apparent that 
the only hope for remunerative returns 
from the operation of a state-wide trust 
department lay in the administration of 
the estates of deceased persons. Hence 
the slogan, “Wills and More Wills.” 

“May I say a word in connection with 
our relations with attorneys? I know 
that many conscientious and able lawyers 
feel that in some mysterious way, banks 
are encroaching on their business and 
that there must be an irreconcilable an- 
tagonism between the bar and banks. 
Our bank has always assured attorneys 
that it will recognize and respect the 
professional relation of attorney and cli- 
ent, and that it has no desire to jeopar- 
dize this relationship. Attorneys who 
have served us in the administration of 
estates are our staunch friends and aid 
us in our work. 

“‘Let me emphasize that we do not 
write wills. Our rule specifically pro- 
vides that wills must be prepared by at- 
torneys who are not on the regular pay- 
roll of the bank. Under no circumstances 
must this rule be violated. ... We shall 
continue, under these restrictions, to 
stress the appointment of our bank in 
wills as executor and trustee. 

“*We have a large number of wills in 
our files, yet many of them are obsolete, 
some have probably been revoked, and 
others may never be probated by reason 
of financial reverses in the fortunes of 
the testators. So it is necessary that we 
resume an aggressive and continuous ef- 
fort for appointment under wills... . 
We are running to a great extent on 
the momentum created years ago, on old 
wills now maturing. 

“*In these days when banking profits 
are restricted by reason of increasingly 
difficult conditions under which banks 
are permitted to operate, it behooves us 
to look to the trust department for in- 
creased earnings. This can be accom- 
plished by aggressiveness and enterprise, 
provided, of course, you understand what 
trust business really is, and how it can 
be obtained. 

“Do not despise small business when 
it is offered—of such business was our 
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bank built up; but in soliciting business, 
concentrate your efforts on that which is 
remunerative.’ 

“The bank has instituted a highly per- 
sonalized direct mail advertising series 
of messages to some of its wealthiest cli- 
entele. The first letter was simply a re- 
iteration of the management’s support of 
the trust department as an important 
integral part of the bank. It brought an 
immediate response from those anxious 
to take advantage of the invitation to 
receive more information on the subject. 
Subsequent folders mailed just after 
Thanksgiving and just before Christmas 
have brought many additional inquiries 
for a complete major booklet, thus paving 
the way for personal solicitation. In 
fact, much worthwhile new business has 
already been closed as a result of the 
fearless launching of the bank’s coordi- 
nated, cooperative and complete plan for 
trust promotion. 

“The Bank of America has not restrict- 
ed the operation of its plan to special 
communities because of so-called local 
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conditions over the state. Aggressive so- 
licitation is under way in large and small 
cities; in rural communities; in centers 


of accumulation of ‘retired’ wealth and . 


in those where the wealth of the next 
generation has yet to be built. In short, 
its trust department administration and 
promotion is state-wide.” 


February 1926 Article Recalled 

This large scale trust educational work 
conducted by The Bank of America re- 
calls an article which appeared in the 
February 1926 issue of Trust CoMPANIEs. 
The title of the article was “Enlisting 
the General Bank Staff for Development 
of New Trust Business,” the keynote be- 
ing—‘Develop the individual members of 
your general bank staf for the develop- 
ment of new trust business.” That ar- 
ticle showed that it was good practice 
then. The Bank of America has proved 
that it is sound procedure today. 

In general line with these methods, one 
experienced trust man stated that in his 
opinion the first obligation of any trust 
institution offering trust service was first 
to be well prepared and properly equipped 
to render the service offered; secondly, 
to use whatever methods can best be fol- 
lowed by each individual trust depart- 
ment to see that the entire bank’s staff 
has a thorough working knowledge of 
what trust service their trust department 
is prepared to render and know the ad- 
vantages of those services to clients of 
the department. This trust man adds 
that when those matters have been prop- 
erly cared for “the next logical step is to 
provide a supply of good trust advertis- 
ing material to mail to a carefully select- 
ed prospect list, and to hand to those 
who for any reason evidence an interest 
in trust service in any way. The purpose 
of the advertising material is to arouse 
interest. Many good trust accounts will 
result if members of the banking depart- 
ment are prepared to say the right word 
at the proper time, seizing the opportu- 
nity to hand out a trust booklet, and at 
the same time offering personally to in- 
troduce the prospect to ‘one of our trust 
men’ who is familiar with the latest ap- 
proved methods for conserving estates. 

“When you have thus developed a bank- 
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ing staff interested in the conservation 
of estates through the use of trust serv- 
ices, you are then prepared to carry your 
trust educational ideas, into broader 
fields. 

“The groups of people which will be 
productive of bringing actual trust busi- 
ness into your trust department, in the 
order of their importance, are first, all 
women; second, life underwriters; and 
third, attorneys. The first can best be 
reached through talks given wherever 
women meet in groups. They become 
deeply interested and start telling their 
husbands, or others who possess prop- 
erty, why they should name a trust de- 
partment as trustee, executor, ete. 

“To reach life underwriters, a regular 
study group conducted in the late after- 
noon will secure the cooperative interest 
of the majority of the best qualified men. 
To get the support of attorneys requires 
planned efforts. You must meet each one 
individually and eventually drive home 
your points. Group work with attorneys 
has not usually been found worth while. 

“Do not overlook any chances to talk 
to any group, club, association or school, 
when you can talk about various phases 
of estate conservation. What is badly 
needed today is a lot of good sound pub- 
licity work in giving actual trust admin- 
istration facts to as many people as pos- 
sible. Just give the facts, point out the 
advantages from many angles. Sound 
thinking on the part of the public will 
produce the business. 

“In my opinion when a trust man ad- 
dresses any group regarding any phase 
of trust work, he should be introduced as 
‘Mr. Trust Man of the Blank Bank or 
Trust Company.’ Thereafter best results 
will accrue if he never mentions ‘my or 
our bank or trust department,’ simply 
referring to the fact that ‘it is the gen- 
eral practice of qualified trust institu- 
tions’ or ‘corporate fiduciaries,’ ete. By 
using care in these simple matters the 
real trust message will take root more 
easily.” 

Trust Companies Magazine had the 
privilege of publishing in its December 
issue an article by John B. Kennedy. 
This struck such a responsive chord that 
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humerous requests for reprints of the 
article in booklet form are being received. 
Many trust departments will mail copies 
to their entire trust new business pros- 
pect mailing list, local attorneys, life 
underwriters and others. They will also 
see that a copy reaches each director, and 
all officers of their banking departments. 
Many will also keep a supply available to 
hand personally to those they believe may 
be interested. 

The booklet is not intended to replace 
any advertising effort now being made. 
In the opinion of experieficed trust men 
it will be a real aid in developing the 
trust idea in the minds of a host of good 
prospects for corporate fiduciary services. 

The name of John B. Kennedy is favor- 
ably known to hundreds of thousands of 
people in this country, through his in- 
teresting articles regarding prominent 
people which have appeared in nation- 
ally known magazines for years, and 
through hearing his voice in weekly 
broadcasts. Especially is the latter true 
at this season of Grand Opera when Mr. 


Kennedy is on the air in a national hook- 
up each Saturday afternoon broadcasting 
from the Metropolitan Opera House, New 
York City. As the January issue of 
Trust CoMPANIES goes to press the Ken- 
nedy booklet is in its third printing. 

A concise statement of essentials in 
trust new business efforts was received 
from an experienced executive who pre- 
fers to withhold his name: 


“Be prepared to give the present business 
the highest type of service possible. 

“Prepare those of your ‘inner circle’-—your 
entire banking staff—with a knowledge of 
trust service. _ 

“If you are adequately prepared within the 
four walls of your institution, you need not 
be modest. 

“You have a definite service to offer. Util- 
ize every possible way of telling about it.” 


The thirty-third annual banquet of New 
York Chapter American Institute of Bank- 
ing will be held on February 3d at the Wal- 
dorf Astoria Hotel, New York City. 
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Rates Allowed on Proceeds of Policies Drop More Sharply 
Than in 1933—Investments Analyzed 


ATES of interest to be paid in 1934 by 

mutual life insurance companies to 
policy beneficiaries show a larger de- 
cline than in 1933. This statement is based 
on analysis of schedules already announced 
for all or part of 1934 by twenty of the larg- 
er companies whose aggregate admitted as- 
s ts exceed $12,000,000,000. 

In order to obtain approximate averages 
for purposes of comparison and to avoid 
placing undue emphasis on relatively high 
rates paid by many of the smaller companies, 
the rates were weighted on the basis of ad- 
mitted assets shown by the latest available 
report. 

Four major companies, each with admitted 
assets of more than one billion dollars, paid 
an average (on the basis indicated) of 4.6 
per cent in 1932 on the proceeds of policies. 
In 1933 this was reduced to 4.53 per cent. 
The comparable figure for the current year 
is 4.19 per cent. 

Seven companies, each with admitted as- 
sets of more than $250,000,000 and an aggre- 
gate of approximately $3,500,000,000, paid an 
average of 4.71 per cent in 1932 and 4.62 
per cent in 1933. These companies will pay 
an average o” 4.34 per cent in 1934. 

Nine companies, each with assets of less 
than $250,000,000 but more than $100,000,000, 
paid an average of 4.82 per cent in 1932, and 
4.74 per cent in 1933. Their current average 
is 4.52 per cent. 

Combined figures for the three groups are 
as follows: 4.65 per cent in 1932; 4.58 per 
cent in 1933; and 4.28 per cent in 1934. 

A growing tendency is noted to allow a 
smaller rate of interest on dividends left to 


accumulate and on any funds subject to 
withdrawal. A comparison of weighted fig- 


ures for the major group of four illustrates 
this tendency. 


Per cent on Allowed on 


Year Proceeds Dividends 
ES alas Gia ee! Saal Sie 4.60 4.60 
rere 4.53 4.46 
EG aie sa: anid bene 4.19 4.10 





A similar comparison for the three groups 
combined follows: 
Per cent on Allowed on 


Year Proceeds Dividends 
MENS do chi wa ettiane a 4.65 4.65 
BE oak bo kemaree 4.58 4.53 
MN a hoa eernk seek 4.28 4.20 


It is generally conceded, not merely in the 
insurance world but also by bankers and 
investment analysts, that these reductions 
and the corresponding revisions of “dividend” 
schedules have been entirely warranted. 


Interest Earnings Lower 

John R. Hardin, president of the Mutual 
Benefit Life Insurance Company, in discuss- 
ing action taken by that institution, said: 

“In common with other companies, and 
with investors generally, we continue to ex- 
perience reduced net earnings. The death 
rate is still unfavorable, but the chief con- 
cern is the actual ra). of interest which can 
be realized from inve: “ed assets.” 

Mr. Hardin pointed out that his company 
had not experienced any material losses dur- 
ing the past four years, but that “notwith- 
standing observable improvement in the gen- 
eral economic situation, sound conservatism 
dictates this prudent course” of reducing div- 
idends and rates o¢ interest payment. 

George K. Sargent, vice-president of the 
Mutual Life Company of New York, said: 
“It was believed better to err, if at all, on 
the side of safety.” 

W. L. Croker} president of the John Han- 
cock Mutual Life Insurance Company, ex- 
plained that a special contingency reserve 
had been set up in 1931 as an additional pro- 
tection to the general surplus fund and “as 
a first line of defence against emergencies 
arising out of the abnormal times.” He 
stated that this emergency reserve “should 
be materially strengthened now, in view of 
the conditions, the economic and financial un- 
certainties ahead of us, the restriction of 
investment opportunity and the certainty 
which all fiduciary and other investor insti- 
tutions face, of reduced returns for money 
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loaned hereafter’; and he held this belief 
notwithstanding the f _t that his company’s 
liquid position “is tb strongest in its his- 
tory and furnishes ample assurance for im- 
mediate emergencies.” 

Fred A. Howland, president of the Na- 
tional Life Insurance Company of Montpelier, 
Vt., said that reductions made by his com- 
pany took into account “the necessity under 
present conditions of maintaining bank bal- 
ances several times larger than has been 
customary, on which, under existing Federal 
Reserve regulations, no interest is allowed; 
the advisability of carrying a larger volume 
of readily convertible securities of the high- 
est grade, bearing a low rate of interest; and 
the present and prospective reduction in 
earnings of general assets.” 

Additional considerations have been men- 
tioned by some of the companies. F. B. 
Wilde, vice-president of the Connecticut Gen- 
eral Life Insurance Company, said that one 
paradox was that while “mortality for the 
whole population country-wide appears to 
have been more favorable the last two years, 
we know that the insurance business in gen- 
eral has experienced a higher mortality.” He 
mentioned also the “definitely unfavorable” 
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effect of recent conditions on disability 


Estimates of the average interest earned 
on investments in 1933 by life insurance 
companies are not yet available. It is re- 
ported that the average for one hundred com- 
panies in 1932 averaged 5.08 per cent, as 
compared with an average of 5.21 per cent 
for the preceding twenty years. 


Investments Classified 
Total investments of fifty-one legal reserve 
life insurance companies on December 31, 
1933 were estimated by The Association of 
Life Insurance Presidents as $18,122,000,000, 
divided as follows: 


WOT WMOTEBAMOR 66s cccieces $1,533,000,000 
OCher MOriMAPes: 2.6.6. 68s ows 4,784,000,000 
UU. B. Gers Cee visitt duress 653,000,000 
State, County and Municipal 

I ois dann Sicieaacal es aa 795,000,000 


Canadian Gov’t Bonds (Incl. 
securities of all political 


GUDGIVIBIOND) on asc c:0ccinscas 452,000,000 
Other Foreign Gov’t bonds... 17,000,000 
Ratirond DOMES 1.006 .s.08086 2,814,269,000 
Raillroad: GIGEKS: 2o..06cccesee 91,731,000 
Public Utility bonds.......... 1,658,309,000 
Public Utility stocks. . «2... 167,691,000 
CGE THI ook esos sec adians 341,161,000 
COE BIN ons 5k e Sakunnees 256,839,000 
Policy loans and _ premium 

GPA HS meer are oe Raters tite 3,435,000,000 
TRE TS ois cise eanGescour 1,113,000,000 
Collateral 1G8MB .<. ..6ci<ee.%s 10,000,000 

Total investments ......... $18,122,000,000 
COM on cs cameos aaa $475,000,000 
Other admitted assets........ j 763,000,000 

Total admitted assets...... $19,360,000,000 


Preferred and guaranteed stocks held on 
that date were estimated as follows: 


GIN ks Si Keto cence $67,100,000 
Pablie DGG oo o0ss0seeuen es 155,434,000 
ES ar wand cake eee 192,230,000 
I oi, or din sti cnea coed $414,764,000 
Common stocks were estimated as follows: 
TN gods so rs vest sees $24,631,000 
Pune OC okiccisesavscuecc 12,257,000 
OS ca xcnsicneoswanewenme cies 64,609,000 
TM dovaioeatatw insenaiokens $101,497,000 


The fifty-one companies included in these 
estimates are believed to hold approximate- 
ly 91.6 per cent of the total admitted assets 
of all United States companies. On this 
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basis, the grand total is $21,135,000,000. 

Farm mortgage investments by the fifty- 
one companies have shown a distinctly down- 
ward trend, both in aggregate amount and 
relatively, since 1927. The reverse of this 
was true from 1906 to 1924. In the three 
intervening years, the total amount of such 
investments increased, but the ratio of farm 
mortgage holdings to total admitted assets 
declined. The highest ratio shown was 18.7 
per cent in 1924, compared with 7.9 per cent 
at the end of 1933. The highest amount 
shown was $1,982,548,000. Since that record 
was established at the end of 1927, the de- 
cline has been $449,548,000, or more than 22 
per cent. The total is still $200,000,000 great 
er than at the end of 1921. 

Similar declines in ratio are noted in other 
mortgages since the end of 1929, but the ag- 
gregate amount of other mortgages held con- 
tinued to increase until the end of 1931. At 
that time a peak of $5,253,453,000,000 was 
reached, compared with little more than 
$2,000,000,000 in 1924. The decline in the last 
two years totaled $469,353,000. 

State, county and municipal bond holdings 
have increased steadily, both in amount and 
ratio, since 1927, the total having more than 
doubled, although the ratio has increased 
only from 2.7 per cent to 4.1 per cent. 

The amount of Canadian Government 
bonds has increased steadily, although the 
ratio of such holdings has held almost con 
stant during the last decade. 

The downward trend in other foreign gov- 
ernment bonds was continued, the total of 
that item now being about one-eighth the 
amount reported in 1916. The bulk of this 
decline was accomplished prior to 1924. 

Total railroad investments increased until 
the end of 1931, although the ratio at that 
time was only 16.2 per cent of admitted as- 
sets, compared with 34.8 per cent in 1906. 
Since 1931, the decline in amount has been 
slight. The ratio now is about 15 per cent. 

Public utility investments, on the other 
hand, have been increasing steadily. In 1906, 
the total was only $134,056,000. Ten years 
later, this had reached $826,360,000. Three 
years later, or at the end of 1929, the total 
was $1,450,390,000. Since then the increase 
has been approximately $376,000,000. The 
ratio increased until 1931. A moderate de- 
cline has occurred since 1929. 

Real estate holdings have increased, both 
in amount and ratio since 1926. At that time 
the total was $216,375,000, or 1.8 per cent of 
admitted assets; compared with the present 


ii. banker and 
trust man is often faced with arranging 
life insurance trusts which demand an 
accurate knowledge of certain phases of 
life underwriting. » aw if he wished 
to inform himself, he had to read through 
many ks on life insurance, gleani 
only a little here and there from a wealt 
of material which had small bearing on 
his particular problem. Now he can find 
all he need know in the carefully prepared 
volume by Franklin W. Ganse. Here, in 
smal] compass, are the facts—the essential 
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readable book— 
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total of $1,113,000,000 or 5.8 per cent. The 
increase in amount during 1933 was approxi- 
mately $360,000,000. 

The cash item at the end of 1933 was esti 
mated as $475,000,000, compared with $291.- 
038,000 at the end of 1932, and with $117,- 
657.000 at the end of 1929. For several years 
prior to 1929, this item represented less than 
1 per cent of total admitted assets. The ratio 
now is approximately 2.5 per cent. 

Personal trust funds under the adminis- 
tration of Pittsburgh trust institutions show 
a total fiduciary responsibility of nearly a 
billion dollars, according to year-end reports. 
The Union Trust Company lists trust funds 
of $454,729,837, personal and $856,426,300 
corporate. The Fidelity Trust Company re- 
ports personal trusts aggregating $230,681,- 
391 and corporate trusts of $70,511,990. The 
Peoples-Pittsburgh Trust Company has per- 
sonal trust funds of $132,083,979, and cor- 
porate of $65,505,725. Personal trusts of 
$52,158,747 are reported by the Common- 
wealth Trust Company, $36,196,649 by the 
Union National Bank, and $32,639,736 by the 
Colonial Trust Company which also is trustee 
under mortgages totaling $117,997,923. 
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ISSUES STATEMENT ON CODE 


F. M. Law regrets misunderstanding “over 
which Bankers’ Code Committee 
had no control" 


KF. M. Law. president of the American 
Bankers’ Association, in a statement issued 
January 6, said that “it is regrettable that 
apparently a misunderstanding, over which 
the Bankers’ Code Committee had no con- 
trol, has developed in the final phases of 
completing the provisions which would allow 
of the establishing of unified practices under 
the code in accordance with General John- 
son’s recommendations. 

“With the announcement last summer of 
the President’s re-employment agreement the 
bankers of America, in a spirit of coopera- 
tion, promptly appointed a committee to pre- 
pare a code, which was drawn up, submitted 
to the annual convention of the American 
Bankers’ Association and unanimously adopt. 
ed. This code was then submitted to the 
N. R. A., approved by it after a public hear- 
ing and, upon recommendation of General 
Johnson, was signed by the President on Oc- 
tober 3 

“This code provided, in addition to provi- 
sions regarding wages, hours of employment 
and the abolition of child labor, for fair 
trade practice provisions aimed to create 


uniformity in banking operations and fair 
competition among banks with respect. to 
banking hours, interest rates, analysis of ac- 
counts, service charges and trust practices. 

“In the conferences held by the representa- 
tives of the American Bankers Association 
with those of the N. R. A. there existed from 
the beginning a complete harmony of pur- 
pose, and our Association has had every rea- 
son to feel that the steps being taken to 
effectuate fully the provisions of the code 
were meeting the entire approval of the 
N. 3. 2 

“The code provides that uniform methods 
be employed, in accordance with practices 
followed by the majority of banks for many 
years, of analyzing their customers’ relation- 
ships to ascertain whether or not they are 
carried at a loss due to the volume of sery- 
ice required or whether they are on a satis- 
factory basis. A misconception unfortunate- 
ly has arisen as to the method employed in 
reference to so-called service charges. These 
are, in effect, cost factors, used to arrive 
at a determination as to the status of ‘a 
customer’s relationship with his bank and in 
the main they become direct charges only 
when the balance maintained is inadequate. 

“The bankers of America are highly desir- 
ous of completing the putting into operation 
of all the provisions of the code in a manner 
fair to all concerned.” 
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This chart, reproduced through courtesy of 
the New York Times, shows the daily average 
throughout 1933 for fifty stocks listed on the 
New York Stock Exchange, together with an 
adjusted index from April 13 to the year-end 
based upon a conversion of the daily closing 
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average to a gold value based on final quota- 
tions for French francs in New York on those 
dates. The “gold average” stock index reflects 
price levels of American securities from the 
standpoint of the foreign investor or the Amer- 
ican with funds invested or banked abroad. 
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CORPORATE FIDUCIARY ASSOCIATIONS 


Local and State Organizations—Trust Division, American 
Bankers Association 


Mid-Winter Trust Conference 
'To Chart the Path Ahead’ 


Invitation urges trust men to ‘bring a prob- 
lem' for consideration—Morning  ses- 
sions will be devoted to formal programs 
with opportunity for questions from floor 
— informal discussions in afternoon 


“Bring a problem to the Fifteenth Mid- 
winter Trust Conference” is included in the 
invitation extended by the Trust Division, 
American Bankers Association, to all trust 
institutions, their representatives, and others 
interested. 

“The objective of the conference,” the in- 
vitation points out, “will be ‘to chart the 
path ahead for the trust business of this 
country. Trends of the times will be sur- 
veyed and the relationship of trust business 
to them will be analyzed. 

“In recognition of the many problems tha 
have arisen under the new order, the con- 
ference this year will follow a new plan. 
The morning sessions will be devoted to for- 
mal programs, with an opportunity given 
for questions from the floor. At the after- 
noon sessions the emphasis will be laid upon 
informal, round table discussions under 
qualified leadership. 

“\ program is being arranged for the 
morning sessions of the conference which 
will cover the far-reaching effect of the new 
elements in the economic situation upon the 
administration of trusts. Speakers outstand- 
ing in the fields of trust service, banking 
and finance, will present informed views 
upon timely subjects, including: present day 
trust business; trust institutions as _ reser- 
voirs of public credit; trustee’s policy re- 
garding obligations payable in gold; trust 
investments under present conditions; trust 
institutions and the banking code; the real 
estate mortgage situation; relationships with 
life underwriters. 

“How these trends and developments affect 
the individual trust institution and how the 
trust officer may meet the unusual situations 


arising will be thrashed out at the after- 
noon sessions. Trust men of wide experience 
will be present to assist in solving perplex- 
ing questions. 

All sessions of the conference and the an- 
nual banquet will be held at the Waldort- 
Astoria, New York City. The opening ses- 
sion on Tuesday, February 13th, will start 
at 10 o’clock. Morning sessions on Wed- 
nesday, February 14th, and Thursday, Feb- 
ruary 15th, will start at 9:30 o’clock. After- 
noon sessions will start at 2 o’clock. 

Tuesday afternoon session will deal with 
“New Business Problems Under Present 
Conditions,” including various aspects of ad- 
vertising, personal representation, and pub- 
licity. 

Wednesday afternoon session wil] deal 
with trust investments, including real es- 
tate and mortgage problems, and cover the 
questions confronting the administrative of- 
ficers of trust departments in the handling 
of trust investments, under changing con- 
ditions. 

The annual banquet, which brings the con- 
ference to a close, will be held at 7:30 
o’clock, on the evening of Thursday, Febru- 
ary 15th, in the Waldorf-Astoria. A recep- 
tion will be held in the ballroom foyer at 
7:00 o’clock. 

Tables are arranged for ten, twelve and 
sixteen covers each. The subscription price 
per cover is ten dollars. 

It is announced that no registration fee 
will be charged. 

The proceedings of the conference will be 
available about April 1st, in the 1933-34 
Year Book of the Trust Division. 

In addition to the proceedings of the 1934 
Mid-winter Trust Conference, the Year Book 
will contain the proceedings of the Eleventh 
Pacific Coast and Rocky Mountain States 
Trust Conference held at San Francisco, 
California, October 26-27, 1933, and the pro- 
ceedings of the annual meeting of the Trust 
Division, American Bankers Association. 
held in Chicago, Illinois, September 4th, 
1933. 

Communications with respect to the con- 
ference and the banquet may be addressed 





TRUST COMPANIES 


to: Henry E. Sargent, Secretary, Trust Div- 
ision, A. B. A., 22 East 40th Street, New 
York, N. Y. Telephone: Ashland 4-8700. 


Aggressive Public Relations 
Program Urged by H. A. Lyon 


"Time not ripe" attitude is assailed—Bank- 
ers are told that constructive action 
should be instituted at once to "stem 
tide of public distrust and disproval”’ 
and to win approval of worthy policies 
and practices 


An aggressive program to “stem the tide 
of public distrust and disproval and win 
public approval of those banking policies and 
practices which merit such approval” was 
urgently recommended by H. A. Lyon before 
the New Jersey Bankers Association at Tren- 
ton on January 18. 

“We have heard much in recent months 
of public relations,” Mr. Lyon said, “It is a 
glibly used phrase which appears to define 
itself. But perhaps that is not wholly true 
and it may be worth while to define or at 
least describe it before we proceed to a con- 
sideration of it. The best description I have 
found is this: “The whole point of public 
relations is to make the business such that 
it can win public approval and then to hasten 
to enlarge this public approval by emphasiz- 
ing the good points of the business.’ 

“T want to go back to the first half of the 
quotation—‘to make the business such that 
it can win publie approval.’ It is this feature 
of public relations which is not wholly un- 
derstood. Much more generally recognized 
is the second half which provides for the 
enlargement of public approval through ad- 
vertising, publicity and the like. 


Ample Precedents 

“Why is public relations important to 
banks? One banker told me a few days ago 
that his president was always opposed to 
doing anything for the first time, and so that 
any bankers who are like-minded may find 
suitable precedent for the adoption of a con- 
structive point of view, let me call attention 
to two outstanding corporations in this coun- 
try whose success is due in some measure to 
an appreciation of public relations work. 
These two corporations are: the Telephone 
Company and General Motors. It has been 
publiely stated by the president of each that 
publie relations ranks equally with any oper- 
ating job, and that no move is made by the 
corporation without first submitting the pro- 
posals to the public relations group. loa 


NEW JERSEY TRUST CONFERENCE 


The first annual mid-winter Banking and Trust 
Conference of the New Jersey Bankers Association, 
held at Trenton, January 18-19, proved eminently 
successful. The usual yearly trust conference was 
extended to include both trust and estate matters 
and presentation of addresses on commercial 
banking problems. 

Carl K. Withers, president of the association 
and trust officer, First-Mechanics National Bank 
of Trenton, presided over meetings attended by 
more than two hundred bank and trust officials. 
A joint meeting with the local Rotary Club proved 
a highly successful innovation, the feature being an 
address of Gilbert T. Stephenson. 

Some of the addresses having special interest for 
trust men are published in this issue. 

Howard R. Cruse, vice-president of the New 
Jersey Title Guarantee & Trust Co., Jersey City, 
discussed ““The Mortgage Situation,” and urged the 
reduction of taxes on real estate. 

“Operations of the Transfer Inheritance Tax 
Department” were discussed by William A. Moore, 
counsel, Transfer Inheritance Tax Department of 
New Jersey, who suggested procedure for expediting 
and ascertaining tax payments. The Hon. Edward 
C. Stokes, chairman, First-Mechanics National 
Bank of Trenton and former Governor of the State 
of New Jersey, issued a clear challenge to bankers 
to reassert their rights to an honorable position as 
leaders in the building of the American empire. 


Dr. Benjamin M. Anderson, Jr., economist of the 
Chase National Bank of New York and Dr. A. 
Duncan Spaeth of Princeton University also spoke 
at the banquet. 


“Our banking product is susceptible to im- 
provement. Mechanically there is doubtless 
no more excellent product available. In a 
vague way it probably satisfies at least par- 
tially a good many of our depositors and 
borrowers. But let us view the product from 
the standpoint of the public and from the 
standpoint of the good of the whole commu- 
nity. What are the criteria? Obviously safety 
and usefulness—so balanced that we have 
the maximum of both without sacrificing 
either. Of safety we have heard a great deal 
in the last few months, and it has gotten 
to the point where an apparent unwillingness 
or inability within our own ranks to pro- 
vide the depositor with safety has forced leg- 
islative regulation imposed from the out- 
side. We know that that is not enough. We 
are quite aware that in the public interests 
there are still further steps to be taken be- 
fore safety to the depositor is genuinely and 
permanently assured. 

“But it is on the side of usefulness that 
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I think we can do yeoman service. I do not 
mean usefulness to the community or to the 
borrower. I mean usefulness to the deposi- 
tor. Had we made our banking code from 
this standpoint and explained it properly, I 
am sure that public reaction would have been 
quite different from what we have recently 
seen. The depositor wants safety for his 
deposits. In addition to that he wants con- 
venience, and he is willing to pay a modest 
fee for that convenience. He wants his bank 
relationships to be as pleasant as those of 
his favorite retail store. He wants sound 
and unbiased financial judgment at his dis- 
posal. Are we giving him these things? I 
think the answer must be—‘No.’ . At least 
we are not giving them to him in the meas- 
ure he would like, and to which he is en- 
titled. 


Public Opinion Vital 

“Let me go a little further. The banking 
system of this oountry has been well adapted 
to the economic problems of the country. The 
United States was founded and has been de- 
veloped by gamblers—and I say that in no 
insidious sense. We have progressed per- 
haps more rapidly than any other nation in 
the history of the world. But at what cost. 


Every major economic improvement has been 
accompanied by a tremendous wastage in the 


form of abandoned properties or of obsoles- 
cence. The banks as the financing agencies 
of these properties have lost untold millions 
of dollars in the process. In short, in a 
growth such as we have known, bank losses 
and bank failures have been inevitable. We 
have made some improvement in our banking 
structure in the past fifty years. Some pub- 
lic-spirited bankers have suggested further 
improvements, but these have not met with 
any conspicuous success. Why? 

“We have always been told that law is a 
crystallization of public opinion. We have a 
vast volume of banking law—national and 
state. Often this has represented not the 
mature judgment of trained bankers, but the 
attempt on the part of well meaning legisla- 
tors to interpret public demands. Except in 
times of stress, however, there has been little 
articulate public demand, for the simple rea- 
son that the business of banking is so little 
understood by the layman. This, in my opin- 
ion, is wrong. We, as bankers, are trustees 
of the public funds. We have no legitimate 
right to keep the public in ignorance of what 
we do with their money. We have been prone 
to sit back and say that the subject is too 
intricate for their comprehension. This is 
tommy-rot. Bunking is based on simple rules. 
It is a human relationship and as such it has 


an intensely human appeal, and is susceptible 
of simple, clear explanation. 

“I think perhaps we have arrived, at least 
in some sections of the country, at the age of 
manhood in banking. Many sections of our 
country are settled in a permanent way. 
Their banking needs are clear. Banking 
practices have come to be more uniform in 
these sections. But until we have a gener- 
ally enlightened public—enlightened as to 
the fundamental principles and responsibili- 
ties of banking—we shall probably lack an 
informed public opinion, with the aid of 
which a sounder banking system may be de- 
veloped. We have need of greater agreement 
among bankers. I think it is true that much 
of our disagreement .in the past has been an 
operating matter. I am not at all sure that 
if we took the viewpoint of public service to 
our several communities, we should not be 
able to arrive at an agreement at least on 
fundamentals. 

“If I may assume that the banking fra- 
ternity is going to act in an adult fashion 
and recognize that there are certain definite 
things for the banking fraternity to do in 
the public interest, we still face a distinct 
need for public enlightenment to create sound 
public opinion. The public must be brought to 
know its own stake in sound banking, for 
without such an appreciation we shall prob- 
ably continue to have unsound legislation 
proposed which will hamper rather than help 
the combined soundness and usefulness of 
our banking system.” 


Relationship with Press 

In discussing how this public opinion could 
be created, Mr. Lyon stressed the impor- 
tance of a proper relationship with the press 
and illustrated the difficulties by outlining 
some of the “mechanics” of publicity in New 
York City. Continuing the discussion, he 
suid: 

“The solution to this press relationship 
problem lies first with the banks, for bank- 
ers must make certain that adequate sources 
of information are open to the papers and 
must appreciate that the papers and report- 
ers are entirely honest and honorable men. 
It is seldom that a confidence is violated by 
a newspaper man. The bankers must be will- 
ing to be quoted. or to give interviews, and 
I believe that if we can have that assurance 
it will not be difficult to get the newspapers 
to assign well-informed men to cover such in- 
terviews.: I think you can easily see the re- 
sult of an honest, intelligent and open press 
relationship. 

“There is another side to this. I think it 
is a common newspaper attitude that if the 
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banks have a legitimate and honest story to 
tell, in which they themselves believe, they 
should be willing to back up their belief by 
spending their own money to tell the story. 
This means advertising. Advertising, as you 
know, differs from publicity in many ways, 
but primarily its advantage to the advertis- 
er lies in the fact that the story which he 
.Wishes to appear will appear exactly as he 
wants it to, without change. This is not true 
of publicity. I feel that the bankers of this 
country are making a mistake in avoiding a 
reasonable amount of advertising. I know 
perfectly well the answers which they will 
make, and the burden of the answers will be 
—‘the time is not now ripe.’ May I say to 
you that I cut my teeth on this phrase. I 
have been hearing it from bankers for twenty 
years, and it rather looks as though I shoul4 
be hearing it for twenty more years, if I ean 
stand it that long. 

“Unfortunately, it is a truism that opin- 
ions expressed often enough will soon come 
to be accepted as the truth unless suitable 
refutation is made. We shall all have to 
concede that the ‘thumb to the nose’ attitude 
with reference to bankers has been on the 
increase rather than decrease. This is un- 
fortunate and can be blamed on but one 
group and that is the bankers themselves. 

“We have not used the methods open to 
us to make suitable refutation of these per- 
sistent opinions. The bankers have a_per- 
fectly sound, logical story to tell. True, that 
story will not be accepted immediately be- 
cause of the background of suspicion which 
has been let go too long, but we ought not 
to let suspicion go further. 

“We should start today to tell our own 
story and make up our minds that it will not 
be accepted except it be done truthfully, sin- 
cerely and simply over a long period of time. 
I earnestly suggest to your group that you 
give this whole matter earnest attention. If 
you believe with me that a better press re- 
lationship is desirable, and that banks have: 
nothing to gain by withholding their stories 
from the public longer, you will either take 
action as an Association to see these desir- 
able ends accomplished promptly, or you will 
make urgent demands upon some central 
group like the American Bankers Association 
to see that suitable advertising material and 
suitable plans for developing an honest press 
relationship, be provided you. 

“Time does not permit of consideration of 
other features of public relations such as the 
training of employees in handling people, the 
proper location and appearance of the bank. 
and other things of that sort. They are all 
important. 


“One thought I should like to convey to you 
with all the sincerity I possess, and that is 
that the public relations job in your institn- 
tion be made the sole responsibility of an of- 
ficer who is equal in rank with any oper- 
ating officer; that these men be instructed to 
cooperate in those problems affecting the 
common good and that as quickly as possible 
some constructive, aggressive program be de- 
veloped locally or nationally, or perhaps both 
which will stem the tide of public: distrust 
and disapproval and win public approval of 
those banking policies and practices which 
merits such approval.” 


Stephenson Gives Sidelights 
On Wealth Control Question 


Cites analysis of trust assets in showing why 
undue concentration in hands of trust 
institutions is highly improbable—Ad- 
dresses Jersey Conference on economic 
and social influences exerted by cor- 
porate fiduciaries 


“The Trust Institution and the Commu- 
nity” was the subject of the address by Gi!- 
bert T. Stephenson, vice-president, Equitable 
Trust Company, Wilmington, Del., at the 
mid-winter conference, New Jersey Bankers 
Association, at Trenton, January 18. 

Mr. Stephenson treated his subject under 
two general headings, the economic and the 
social influence of trust institutions. Under 
the first heading, he mentioned their influ- 
ence upon the production, conservation and 
distribution of wealth. and detailed many of 
the services performed for clients. Under the 
second heading, he traced their influence 
upon the human welfare of the community 
in three directions, “by the preservation of 
family life, by the education of children, and 
by the release of energies and talents for 
other than money-making projects.” 

On the subject of concentration of wealth, 
Mr. Stephenson said: 

“This question is sometimes asked: Is 
there not danger that, if trust institutions 
continue to grow at the rate they have main- 
tained since 1920, they will eventually con- 
trol the bulk of the wealth of our nation? 

“Analysis of the trust assets of about a 
dozen medium-sized trust institutions along 
the eastern seaboard reveals that, on the 
average, about 10 per cent of the trust as- 
sets is in executorships and administrator- 
ships; about four per cent in guardianships ; 
about 40 per cent in trusteeships; about 20 
per cent, in agencies; and the remaining 26 
per cent, in miscellaneous accounts. 
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“Property covered by executorships and 
administratorships passes into and out of the 
hands of the trust institution in one or two 
years’ time. The average length of time that 
property in guardianships remains in the 
hands of the trust institution is about ten 
years. Property covered by trusteeships un- 
der will usually passes out of the hands of 
the trust institution upon the death of the 
widow or mother or other adult beneficiary 
or upon the attainment of a specified age of 
the children. Property held in living trusts 
is usually under revocable trust agreements, 
which means that the creator of the trust 
reserves the right at any time to resume 
complete dominion over the property. That 
covered by agencies remains in the control 
of the principals who never, for a moment, 
release their complete dominion over the 
property. 

“The only property that can be concen- 
trated in trust institutions in any objec- 
tionable sense is (1) that covered by irrey- 
ocable trusts and trusts under will that con- 
tinue as long as the rule against perpetuities 
permits, which is generally for a life or lives 
in being at the time the trust is created and 
twenty-one years thereafter, and (2) the 
property covered by trusts in perpetuity for 
charity. Long-term trusts for individuals 
and perpetual trusts for charity contain only 
a negligible proportion of the trust assets of 
trust institutions. At one time there was 
some danger of an undue concentration of 
wealth through the establishment of perpet- 
ual trusts for charity. However, twenty 
years ago the trust institutions, themselves, 
under the leadership of Judge Goff of Cleve- 
land, Ohio, took the initiative in establishing 
community trusts. They provided for the dis- 
tribution of principal as well as income and 
for the diversion of funds from named ob- 
jects should it prove impossible or impracti- 
eable to continue contributions to the named 
charity.” 


A. H. S. POST, President 


Federal Estate and Gift Taxes 
Discussed in Detail by Morris 


Washington attorney, recognized as an 
authority on subject, treats practical 
questions confronted by trustees and 
executors and gives historical background 
as aid in appraising probable trends— 
Address at Trenton conference given in 


full 


George Maurice Morris, of Morris, Kix- 
Miller & Baar, Washington, D. C., gave the 
following address before the mid-winter 
trust conference, New Jersey Bankers Asso- 
ciation, at Trenton, N. J., January 1S. 

One of the questions which appears fre- 
quently to have concerned those interested 
in inheritance, or succession, taxes in the 
United States, is ““‘When is the Federal Gov- 
ernment going to get out of the succession 
tax field and leave it to the States?” 

Because levies upon the transfer of prop- 
erty of decedents were made as a part of the 
financing of the Revolutionary War, the Civil 
War and the Spanish-American War (these 
levies were each discontinued after the con- 
clusion of these struggles), an opinion grew 
up that this was a type of taxation to be 
resorted to by the Federal Government only 
in war emergency. The Act of September §, 
1916, was passed rather obviously with a 
view to strengthening the national finances 
in the event we should enter the then spread- 
ing war. It was supposed by a number of 
persons that a disappearance of the war 
threat would see the withdrawal of the 
United States Government from this type of 
tax. Such, at least, was the argument com- 
monly heard when the serious efforts to get 
the Congress to retire from this field were 
at their height. 

During the consideration of the Revenue 
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Act of 1924 the Congress began to feel the 
pressure of those advocating the returning 
of the fruitful succession tax to the states 
for development by them. That Act con- 
tained the evidence of a concession to the 
opposition. The Act provided that the tax 
imposed thereby should be credited with the 
amount of any estate or inheritance tax paid 
to any state of not to exceed 25 per cent of 
the tax imposed by that section. 

By the time the 1926 Revenue Act was un- 
der consideration, the opposition to the Fed- 
eral Government’s remaining in the estate 
tax field had grown and had acquired the 
form of a national organization for the pur- 
pose. Those who were defending the reten- 
tion of the succession taxes in the federal 
system were hard pressed when aid arrived 
from a rather unexpected source. It was 
discovered that a number of states were 
bidding for wealthy persons to take up their 
residence within the borders of those states. 
The inducement was the implied promise by 
those states that they would enact no estate 
or inheritance taxes. 

Many of the states which were already de- 
pending upon the substantial revenues re- 
ceived from inheritance taxes saw in these 
Lorelei legislatures an inroad upon their rey- 
enues from that source which might prove 
more dangerous than the continuance of the 
Federal Government in the field. Executives 
and tax officers of the threatened states, 
therefore, joined forces with those members 
of Congress who saw that if the Federal Gov- 
ernment did not retain such taxes, there 
would be sections in this country where the 
social results of reducing great aggregations 
of wealth by succession taxes would not be 
possible. 

As a result of these circumstances, the ef- 
fort to remove the Federal Government from 
the succession tax field was defeated. This 
effort, however, which reached the most no- 
ticeable peak it has achieved since the gov- 
ernment reentered this field of taxation in 
1916, did have the effect of measurably in- 
creasing the credit which estates might take 
against the federal tax for inheritance taxes 
paid to the states. The credit for succession 
taxes paid to the states was increased from 
the 25 per cent provided in the Revenue Act 
of 1924 to 8O per cent. In addition, the maxi- 
mum tax rate was reduced from 40 per cent 
under the Revenue Act of 1924 to 20 per cent 
under the Revenue Act of 1926. Also the 
gift tax, which had been enacted in the 1924 
Act was dropped. 

By the time the Revenue Act of 1932 was 
under consideration the need of additional 
revenues for the Federal Government was so 
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great and the succession tax field such an 
obvious sector for resort to increased reve- 
nues that the Congress turned in this direc- 
tion once more. Surprisingly little opposi- 
tion came from those forces which had made 
themselves felt in the enactment of the Rev- 
enue Act of 1926. As a result, maximum 
rates were raised from 20 per cent to 45 per 
cent (the highest they have ever been), the 
gift tax was revived and the extent of the 
eredit allowed against the federal tax, for 
inheritance taxes paid to the states, was ma- 
terially reduced. 

With a $31,000,000,000 debt prophesied for 
the Federal Government at the end of the 
fiscal year 1935, and with the increasing 
interest in social controls through taxation 
manifested in the public utterances of our 
national legislators, there is good reason to 
believe that trust officers will be concerned 
with federal estate taxes for many years to 
come. 


Form and Rates Subject to Change 


On the other hand, while the Federal Gov- 
ernment may remain in this field permanent- 
ly, there is no reason to believe that either 
the form, or the rates, of the estate tax as 
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they now stand, are permanent. It has been 
pointed out, for instance, that Great Britain, 
with about one-fourth the wealth of the 
United States, has been collecting about 
$300,000,000 a year, from the succession 
taxes imposed by that government, whereas 
the total amount collected annually from es- 
tate and inheritance taxes by our Federal 
xovernment and the states, prior to the pas- 
sage of the 1932 law, was about $200,000,000 
a year. On the same rates as the British 
employ, our Federal Government and states 
might collect annually six times as much as 
they took in under our last laws. 


Again, there is no inherent reason why the 
federal tax on the privilege of transfer at 
death might not be graded somewhat as the 
inheritance taxes of many of our states are, 
that is, by the nearness of kin of the bene- 
ficiaries to their decedent. 


Another aspect of the federal estate tax 
which definitely calls for change has been 
sometimes tragically indicated as an after- 
math of the economic depression which be- 
gan in 1929. (Persons dying in 1928S and as 
late as 1930, left substantial values in their 
estates, if those values were taken at the 
moment of death. By the time administra- 
tion of the estates was complete and the 
executors, or administrators, were ready to 
pay the estate taxes, however, the shrinkage 
in values was so great that the taxes were 
actually confiscatory of the entire estate. 
Possibly some of ‘you actually experienced, as 
I did, that situation. While efforts were 
made to secure some relief in the 1932 Act, 
these efforts were not successful. 

Further endeavors to remedy this situa- 
tion, nevertheless, will hardly be abandoned. 
If the theory is that the government levies 
a toll on the privilege of the transfer of 
property by death, that theory would seem 
to be based on the idea that for this privi- 
lege and the protection afforded the decedent 
in acquiring his wealth, the government is 
entitled to a share in what he leaves. Shar- 
ing connotes a percentage rather than an 
absolute interest. Therefore, when the values, 
at death, of estate assets have materially de- 
clined by the time payment is due, it would 
seem only fair that the decline should be 
suffered also in a percentage fashion by the 
government. Likewise, logically, it would 
seem just that an increase in the values of 
estate assets between the time of death and 
the time of distribution should be partici- 
pated in by the government. Whether, con- 
stitutionally, the share which the govern. 
ment takes may be increased by a rise in 
values after death, presents an interesting 
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problem for those who undertake the even- 
tual legislation. 


Gift Tax Creates New Problems 

As we all know, the gift tax is a supple- 
ment to the federal estate tax and is de- 
signed to prevent avoidance of the estate 
tax through gifts made during the lifetime 
of wealthy persons. We had enough experi- 
ence with that type of tax under the short 
lived 1924 statute, to establish that it is con- 
stitutional as a valid federal excise, and 
the new gift tax is basicly the same as that 
imposed in the 1924 Act. 

Certain features of the gift tax, however, 
promise new problems. For instance, every 
exchange, sale, or other transfer, of property 
is now open to suspicion as. being, in part, 
a gift. This is because the gift tax statute 
provides that where property is transferred 
for less than an adequate and full considera- 
tion in moneys worth, the amount by which 
the value of the property transferred ex- 
ceeds the value of the consideration shall be 
deemed a gift. It has been said: that a 
transfer from a corporation to B without 
adequate consideration would constitute a 
gift from the stockholders of the corpora- 
tion: that a transfer from A to B on B’s 
promise to pay something to, or render serv- 
ice for C, would be a gift from A to C, if the 
value of what B is to deliver does not equal 
the value of what B gets from A; that where 
A ereates a joint bank account for himself 
and B there is a gift to B to the extent B 
draws against the account; that where A 
creates a revocable trust naming B as 4 
beneficiary, a gift to B of the corpus is 
effected when A relinquishes the power to 
revoke. 

The questions which may arise under this 
provision are limitless in number. Was the 
transfer in part a gift or merely a bad bar- 
gain? Were the relations of the parties such 
as to imply an intention to conceal a par- 
tial gift or was the donor free from dona- 
tive intent? Just what is a donative intent, 
and so forth. 

Another trouble maker would appear to 
be in the requirement for annual returns 
wherever gifts are made to anyone person 
in excess of $5,000, but the tax is figured on 
the total amount of the gifts made by the 
donor since the 1932 Act was passed. The 
exemption of $50,000 is allowed but once. 
A penalty of 25 per cent of the tax attaches 
for failure to make a return. If a deficiency 
is found due to negligence the penalty is 5 
per cent, but if due to fraud with intent to 
evade the tax, the penalty is 50 per cent of 
the deficiency. Until the public is much 
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better educated as to what constitutes a 
transfer subject to the gift, to expect all the 
returns which should be made to come in 
voluntarily is probably an inflated expec- 
tancy. There will probably be a large num- 
ber of people for some time to come, who will 
be making transfers taxable as gifts with- 
out any realization that they are so doing. 
Unless a very large degree of tolerant ad- 
ministrative discretion is exercised there may 
be some unpleasantness. 

There would seem to be some administra- 
tive problems generally in the enforcement of 
this legislation which are not altogether like 
those we have had before. In the case of 
an estate tax, the ascertainment of the ex- 
tent of the assets left by the deceased is to 
a large measure insured by the enthusiasm 
his heirs or beneficiaries usually display in 
seeking that all of the assets are collected 
and counted. This is because their title 
comes through the formal proceeding which 
collects and counts. Thus, there is a very 
effective private interest working toward a 
complete report. 


Audit Old Gift Tax Returns 


In the case of the gift tax, however, just 
what the assets of a donor were at the be- 
ginning of the year, what they were at the 
end of the year, and just what property he 
gave away and what value it had at the 
time he made the gift is something resting 
more exclusively in his own knowledge than 
does either the extent of his estate or his 
income. When a man dies all his gift tax 
returns will require audit and the facts con- 
cerning transactions long past will be re- 
quired for a correct determination of tax. It 
looks as though the revenue agents and the 
tax accountants might find more to do. 

With respect to returns and reports and 
who shall make them Article 21, of Regu- 
lations 79, is interesting in connection with 
Article 20. The latter, paraphrasing the stat- 
ute, states that any individual who, within 
the meaning of the statute, makes a taxable 
gift “shall” make a return. This “shall” is 
extended by the regulations, also to the ex- 
ecutors and administrators of the donor and 
his guardian, or committee, should the donor 
become legally incompetent before filing his 
return. Article 21 deals with donees and 
trustees and provides that those receiving 
gifts in excess of $5,000, or gifts of a future 
interest in property regardless of value, 
“should” file a notice of the receipt of such 
gifts and where a taxable gift is made in 
trust either the beneficiary or the trustee 
“should” file a notice of the receipt. 

The verbs in these articles may some day 
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prove quite important to some trustee or 
donee. The difference between “shall” and 
“should” is apparently a ‘studied one. The 
Commissioner construes Sec. 507 of the Act 
as adequate authority to compel a donor, or 
his legal successor to make a return but the 
Commissioner finds no such authority in that 
section to compel the trustee, or the donee. 
to deliver notice. This sounds like pretty 
good sense. On the other hand, some zealous 
administrator might be found who would 
insist on construing “should” as “shall” and 
contend that Section 525 gives authority to 
compel the notice by trustees as well as re- 
turns by donors. Section 525 provides: 

“Any person required under this title to pay 
any tax, or required by the law or regulations 
made under authority thereof to make a re- 
turn, keep any records, or supply any informa- 
tion for the purpose of the computation, as- 
sessment or collection of any tax imposed by 
this title who wilfully fails to pay such tax, 
make such return, keep such records, or sup- 
ply such information at the time or times re- 
quired by law or regulations, shall, in addition 
to other penalties provided by law, be guilty of 
a misdemeanor and upon conviction thereof be 
fined not more than $10,000, or imprisoned for 
not more than one year or both, together with 
the costs of prosecution.” 


I would not care to prophesy success to a 
prosecution under this section even for wil- 
ful failure to file the notices which the Com- 
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missioner says that the trustee and donees 
should file, but if I were a trustee I would 
-all to mind this section before I decided 
not to file a notice of a gift in the adminis- 
tration of which I was trustee. 

On the other hand, the regulation respect- 
ing trustees and donees, as it reads now, is 
evidently a bid by the Treasury Department 
for the voluntary cooperation of trustees and 
donees (particularly the former, it, is sus- 
pected) for cooperation in the enforcement 
of the law. 

Just why the giving of such notices is not 
made mandatory under the statute is not 
altogether clear. It may be one of these 
ideas that was not thought of until the 
statute was turned over by the Congress to 
be administered. It may be that the mem- 
bers of Congress were satisfied that a mere 
statement by the Commissioner of Internal 
Revenue that such an obligation rested upon 
trustees and donees would get a voluntary 
cooperation that would be superior to com- 
pulsion. Certainly it would seem that the 
power lay in Congress to order such notices 
if they can ‘be said to be reasonably neces- 
sary for the enforcement of the general pur- 
pose of the law. 

In any event, there is, by this provision of 
the regulations, an opportunity for more 
paper work by those corporate fiduciaries 
who wish to undertake it. Just what will 
happen to them if they do not do so appar- 
ently has not been clearly provided as yet. 


Gift Tax vs. Estate Tax 


Those of us who are concerned with giv- 
ing advice with respect to the operation of 
the taxing statutes on contemplated transac- 
tions are also being asked to compare the 
relative effect of the tax on a contemplated 
gift as compared with the tax upon the same 
transfer if delayed until the death of the 
donor. There is a difference in rates, of 
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course. Presumably this is to offer some 
encouragement to the diminution of aggre- 
gated wealth before the owner dies. 

Roughly speaking, the gift tax rates run 
about two-thirds the estate tax rates im- 
posed by the 1926 Act, plus the additional 
rates under the 1932 Act. One seeking to 
minimize taxes on the property he will leave 
when he dies will, of course, discover that 
giving away a portion before he dies will cut 
down the heavier death duties. On the other 
hand. since the tax on gifts is cumulative, a 
point may be reached where it is cheaper to 
keep your money than to give it away. 
Roughly speaking again, the gift tax rates 
on about two-thirds of a definite sum are 
about the same as the estate tax rates upon 
one-third of that sum. Therefore, the mini- 
mum transfer taxes will probably be achieved 
by the man, assuming his wealth remains 
constant, who gives away two-thirds of his 
money and retains the remainder until his 
death. From this it might be deduced that 
the Congress concluded that it is twice as 
desirable for a man to distribute his wealth, 
up to a certain point, before he dies than 
to keep it until he dies. 

Another feature of the gift tax which 
should develop some temporarily interesting 
points, at least, is the result of the well 
advertised enactment of this tax before it 
was given effect. Numerous persons sought 
to make tax free gifts in anticipation of the 
legislation which came on June 6, 1932, but 
took no effect prior to its enactment. Al- 
ready, questions of whether or not gifts at- 
tempted in that anticipatory period were 
sufficiently consummated to avoid falling un- 
der the statute have made their appearance. 
These involve such questions as whether a 
gift is complete when the donor is not in 
physical possession of the asset or has not 
delivered physical possession to the donee. 
It should not be long now before the United 
States Board of Tax Appeals and the courts 
begin making new pronouncements on what 
constitutes a completed gift. While the pe- 
riod between the rumor of the passage of the 
gift tax and its actual enactment rather 
limited the number of the transactions which 
took place therein, they have been estimated 
to be rather large and we may get a number 
of decisions in the construction of these 
questions which will serve as a guide to other 
aspects of the gift tax on problems which 
normally would not arise for some years to 
come. 

In conclusion, permit me to say, for the 
benefit of those acting as corporate fidu- 
ciaries, that the almost certain retention of 
the federal estate tax, and probably the gift 
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tax, for some years to come, warrants a 
study and close following of the rulings and 
decisions under these laws. They are going 
to mean much in interest and probably in 
bread and butter to this audience. 


Future Bond Price Trends 
Under "Managed" Currency 


S. Palmer Harman of Standard Statistics 
Company, in address at Jersey Trust 
Conference, says "extreme inflationary 
forces which tend to tear bonds down 
cannot at same time permanently sus- 
tain value of stocks” 





The relationship between bond values an‘ 
fluctuating currency was discussed by S 
Palmer Harman of the Standard Statistics 
Company before the mid-winter banking 
und trust conference, New Jersey Bankers 
Association, at Trenton, N. J., on January 1S. 
lie treated the subject “both from the stand- 
point of a dollar which is deliberately de- 
preciated with a view to raising commodity 
prices, and from the standpoint of a managed 
currency.” 

“We are concerned with bond values rather 
than equity values,” he explained, “because 
I think the administrator of trust funds, 
whatever mental upheavals he may have un- 
dergone in recent years, is still primarily 
hond-minded. 

“As a general principle, I think it can be 
suid that the extreme inflationary forces 
which tend to tear bonds down cannot at the 
same time permanently sustain the value of 
stocks. It is inconceivable that the’ bond- 
holder should be stripped of his income and 
his principal, while the stockholder, by some 
magical process, grows richer and richer, 
even when riches are measured in terms of 
a currency which is steadily growing more 
nearly worthless. At some point the worth- 
less currency is wiped out, and at that point 
the stockholder finds himself possessed of a 
property, the real value and earning power 
of which have been vastly reduced by the 
preceding period of business chaos. 


**Automatic’’ Price Advance Doubted 


“It is a matter of vital importance to de- 
termine if possible whether, if the weight of 
the dollar is cut in half, prices are going to 
advance automatically to some roughly or 
precisely corresponding degree. It seems to 
me that the advocates of this theory have 
completely failed to prove their case. If you 
will read the books and pamphlets they have 
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written, you will find the positive assertion 
that this will occur, but I do not think you 
will find any reasoned, mathematical state- 
ment of why it will occur. This thing will 
not be done in a yacuum or a laboratory, but 
in the markets, and in some manner the 
increased supply of dollars must be brought 
to bear directly on the supply of goods—and 
there must be no material increase in the 
supply of goods. 

“We have to ask, then, who has an in- 
creased supply of dollars as a result of de- 
valuation? Not you or I, for we are for- 
bidden by law to own any gold. Not the 
country’s so-called debtor class, who com- 
plain that they have no money of any kind. 

“Nobody will have any more dollars ex- 
cept the present exclusive legal owners of 
gold, namely, the Federal Reserve banks and 
the United States Treasury. 

“The Reserve banks are going to be re- 
quired to surrender the surplus dollars cre- 
ated from their gold to the United States 
Treasury, which in coming months is plan- 
ning to pour several billion dollars of this 
and other money into the commodity and 
labor markets. That spending constitutes one 
of the few methods by which devaluation of 
the dollar will cause an increased supply of 
money to be applied as a lifting force to 
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commodities, and it should be noted that a 
great part of the Treasury’s funds will be 
raised not by devaluation but by borrowing 
which we are not discussing now. 

“Two or three other sources of money sup- 
ply through devaluation need to be noticed. 
United States gold mines, if they continue 
to receive $34.45 an ounce for their product 
instead of $20.67, will have approximately 
$35,000,000 more income per year. The for- 
eign buyer of American goods will have 
more dollars to spend, provided his own cur- 
rency does not depreciate equally with the 
dollar. And the American who has sent his 
money to London, Paris, or to Switzerland 
will have more dollars than he had before, 
depending on the price he paid for his for- 
eign bank deposit or gold, and the price at 
which he succeeds in bringing it home, if he 
does succeed in bringing it home. 


Tangible Connection Summarized 
“Here we have, then, about the only tan- 
gible connection, expressed in purchasing 
power, between the price level and the re- 
sults of devaluation; one or two billions of 
new spendable money in the hands of the 
government, as an outside estimate; $35,000,- 
000 additional in the hands of gold miners; 
the possible but highly improbable return of 
two billions of expatriated American capital 
at the outside, and the stimulating effect of 
a depreciated currency upon our exports, 
which ordinarily amount to only about 10 
per cent of our total production of goods. 

“How bulky is the structure of prices 
which it is proposed to raise by these means? 
Retail trade alone in this country probably 
amounts to about $30,000,000,000 a year, even 
at present depressed levels. The potentially 
increased spendings which have just been 
described will not all, by any means, flow 
directly into retail trade. They will be 
spread over direct production of capital 
goods, over savings and investment in se- 
curities, over idle bank deposits, possibly 
over cash hoards. They will pass through 
many hands, and every transient owner will 
have the opportunity to divert the stream or 
dip certain bucketfuls from it for future in- 
stead of immediate use. 

“Moreover, we do not have to probe very 
deeply into human nature to conclude that, 
the moment prices have been raised by these 
methods to a point where they exceed costs, 
or even before that point is reached, produc- 
ers will turn out more goods to reap a profit, 
This will certainly be true in those indus- 
tries where competition survives, and it sur- 
vives in almost all. If it does not take the 
form of increased production it will take the 
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form of efforts to curtail costs, which means 
less employment, smaller payrolls, and cur- 
tailed purchasing power. No better object 
lesson is needed than the results which have 
followed the efforts to limit the output of 
cotton and grain, and to pass on to consum- 
ers, in the form of a processing tax, an in- 
crease in the cost of hogs. 


Temporary Price Advance Probable 


“Now, I am not by any means predicting 
that there will be no advance whatever in 
the general level of prices as a result of de- 
preciation or devaluation of the dollar. An 
advance is quite possible, at least tempo- 
rarily, if a concentrated mass of purchasing 
power, of the size indicated, is suddenly 
hurled against the existing mass of com- 
modities. 

“This is all the more probable if, as now 
seems to be the case, these artificial or ab- 
normal efforts at price raising ate exerted 
at a time when business is recovering from 
so-called natural causes, when confidence is 
slowly recovering, and when the owners of 
wealth feel the impulse to go back toward 
the standard of living which they curtailed, 
for reasons of prudence, during the depres- 
sion. 

“The bondholder, however, has little to 
fear from a price rise of this kind, if it is 
not accompanied by fear of an ungovernable 
rise. What he loses in purchasing power he 
will gain in the added sense of security, and 
bond values will reflect that fact. In 1926, 
when average wholesale commodity prices 
were nearly 50 per cent higher than they are 
today, the index of bond prices was 27 per 
cent higher than today. 

“It seems to be a pretty well established 
fact that the value of bonds and the value 
of commodities travel upward side by side 
from the extreme depths of a depression. The 
advance in bonds is only checked when yields 
are brought into competition with yields from 
other forms of investment, whether these 
other forms consist of short term securities 
or of equities. 


Causes of Bond Price Decline 


“The thing that finally turns bond prices 
downward, after an extended rise, is not the 
high price of commodities but the high level 
of interest on short term loans, which impels 
the banks to lighten their bond portfolios, 
eash their profits, and put their money to 
more profitable (and to more normal) use. 

“In what has been said about the conse- 
quences of cutting the gold content of the 
dollar in half, I have merely tried to indi- 
cate that there would be no automatic dou- 




















bling of the level of commodity prices. Such 
an increase would, it may be presumed, de- 
press bond prices severely. In my opinion, 
there is not the slightest chance that this 
will occur. 


“The rubber dollar, however, as generally 
understood, has another phase beyond that 
which is represented by the attempt to ad- 
vance commodity prices through deliberate 
depreciation and devaluation of the currency 
unit. After prices have been gotten up they 
are to be held up, and held stable, through 
some form of currency or credit manipula- 
tion. The President has announced this ideal 
of purchasing power stability as a definite 
goal of his Administration, but with his ad- 
mirable skill and caution in matters of this 
kind, he has refused to sponsor any given 
method. Because he has experimented with 
variations in the price of gold, and because 
pending legislation seems to contemplate a 
variable gold dollar, it has been generally as- 
sumed that when he speaks of a stable dol- 
lar, he has in mind a dollar of shifting 
metallic content. Mr. Roosevelt has, in fact, 
never committed himself to this idea as a 
permanent program. He could with perfect 
consistency discard this form of compen- 
sated dollar and revert to the more familiar 
principles of influencing commodity prices 
through variations in the cost of bank credit. 
Indeed, certain phases of the proposed law 
suggest that credit control will eventually 
become the dominant factor in our program 
of stabilizing prices. 


“The variable gold dollar, however, occu- 
pies the spotlight of public interest, and we 
must at least glance at it in its relation to 
bond values. I think we can dismiss the 
subject in a very few words. If the project 
is adopted and succeeds, the bondholder will 
be given something which the experts say 
is good for him and which he ought to want 
namely, stability of real income—but 
which the bondholder himself apparently has 
never been particularly concerned about. The 
tangible benefit to bond prices, I think, would 
flow not from this fixity of purchasing power, 
but from the general condition of business 
stability which we must suppose to exist if 
the stable dollar does what is hoped of it. 

“Prices of bonds would be governed, as 
they are in all normal periods, by such pro- 
saic factors as interest rates and underlying 
security. Only in so far as the variable dol- 
lar operated to prevent periodic squeezes in 
money rates would it have an important 
bearing on bond prices, as far as I have been 
able to discover. Monetary experts have al- 
ready pointed out its weakness, in the fact 
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that business is not done with gold, but with 
credit based on gold. 

“The taker of credit, the moment he re- 
ceives it, is liberated from all concern over 
the equilibrium between gold and the prices 
of goods, until the time approaches when he 
must repay his debt. 

“When the West Shore Railroad borrowed 
money on a bond issue maturing in the year 
2361, it obtained a block of purchasing power 
which will not be brought under the sway of 
gold for 427 years. 

“The German firm of Siemens & Halske 
freed itself for nearly a thousand years from 
the influence of gold when it borrowed money 
repayable in the year 2930. The corporation 
which finances itself with stock issues will 
never have to concern itself about gold val- 
ues in its capital account. How effective will 
our $4.5 billions of monetary gold be in con- 
trolling prices, when credit to the amount of 
$150,000,000,000 can be created on _ that 
gold base, and when the owners of a vast 
part of that credit can snap their fingers at 
changes in the gold content of the dollar? 


Theoretical vs. Practical Questions 


“These things lie more or less in the realm 
of monetary theory. I do not think that the 
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trustee or trust officer needs to be greatly 
concerned about them as practical forces. 
They do not threaten to produce revolution- 
ary changes in the scale of values. 

“But there is another phase of monetary 
depreciation or debasement, which has a vital 
meaning for every man, woman and child 
in the country. I refer to the monetary re- 
sults which may follow a breakdown of 
credit. This has been the real reason for con- 
cern on the part of those who have criticised 
the present monetary policy. I want to con- 
sider with you what might happen in the 
remote—the extremely remote—event that 
the country were forced to issue greenback 
money because of inability to raise funds by 
borrowing or taxation. 

“For all practical purposes we need not 
imagine such utterly demoralized situations 
as those which existed in Germany after the 
World War, or in France during the period 
of the assignats, or in the Southern Confed- 
eracy in 1861-1865, or in this country during 
and after the American Revolution, when 
the worthlessness of the Continental cur- 
rency found expression in the words “not 
worth a Continental damn.” In all those 
eases currency inflation ran its full course 
and ended in the destruction of all value in 
the money. In each case, however, the coun- 


try concerned had just been through a bloody 
revolution or had been defeated in a disas- 
trous war, or both. 


“What we have to think about in the 
ease of the United States today is the pos- 
sibility that the enormous program of cre- 
ating debt, which can only be sustained and 
liquidated in the long run by a vigorous re- 
vival of business, will fail to work out ac- 
eording to schedule. Following such failure 
we might have to contemplate new and radi- 
cal monetary experiments, compromises with 
established principles here and there, and a 
prolonged and bitter struggle to re-establish 
some stable and workable currency basis.” 

Mr. Harman reviewed in considerable de- 
tail the conditions that existed in money and 
eredit during the decades following the Civil 
War, because in his opinion “they illustrate 
one of the principal fallacies underlying all 
forecasts of disaster which are based purely 
upon monetary theory.” 

“It is true, beyond all question,” he con- 
tinued, “that an unstable monetary unit 
which seems likely to become valueless is a 
threat to fixed income investments represent- 
ing claims upon money rather than upon 
property. 

“Those who have pointed to this danger 
in recent months have done a useful service 
in helping to crystallize public opinion in op- 


position to measures which, if they ran their 
full course, would be disastrous. 

“But it is one thing to predict disaster if 
worse comes to worst, and quite another 
thing to predict that disaster is inevitable 
because the trend seems to be in that direc- 
tion. 

“Credit is an extremely tender thing un- 
der normal conditions. It is affected by 
every breath of suspicion, by every shift of 
business conditions, by small variations in 
interest rates. 

“Under abnormal 
credit becomes a _ pretty 
gathers to itself a sort of stoic strength. 
Bonds will still fall to low levels where 
there is fear of default or repudiation, but 
the prices of those obligations which are not 
subject to such fears are maintained at far 
higher levels than would be possible if the 
prophecies of collapse were taken at their 
full value. 

“The explanation for this behavior of 
bonds is to be found, I think, in the circum- 
stances I referred to a while ago. Conserva- 
tive investors recognize that they can no 
longer be conservative in the old, familiar 
sense because the basis of security seems to 
have altered. Some of those who come te 
this conclusion try to protect themselves by 
shifting their funds into equities and com- 
modities. 

“But thousands 
prefer to do their 
tight with their bonds. 
years would have been alarmed by a 
point decline are now prepared to face a 
ten point swing with reasonable fortitude. 

“They reason that there is always a yast 
inertia in the world of affairs, obstructing 
the progress of revolutionary changes in 
monetary systems, even when the gold stand- 
ard collapses. Sometimes these calculations 
go wrong, but among the economically ad- 
vanced nations they seldom go disastrously 
wrong except in case of war, and not always 
then. 

“There is one other point to consider in 
connection with this examination of bond 
values in periods of monetary disturbance. 
After each such period there has eventually 
come an era of renewed progress and of ex- 
panding prosperity. We are all aware that 
this is true of the United States; it is also 
true of England and other European coun- 
tries. 

“The upward surge of material wellbeing, 
of enterprise and of profits has been suffi- 
cient to wash away technical sins against 
sound monetary principles. We have been 
able, like the ostrich, to take into our diges- 
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tive system many curious, indigestible odds 
and ends and feel none the worse for it. 

“Will such a period of resurging hope, 
enterprise and progress occur in the near 
future to cancel any technical economic mis- 
takes which we may make? The answer to 
that question lies far beyond the scope of a 
monetary discussion. To answer it, we must 
first answer the question of peace and war, 
of smoothly running distribution of goods 
within the country, and of a new structure 
of relationships among nations. 

“To me it seems that much of the present 
upheaval in our national life represents 
merely a groping toward a new foundation 
on which progress can be resumed. We have 
not found it yet, but I think we shall find 
it, and I think the structure of our economic 
life is still virile enough to endure the pains 
of change. The will and purpose to go for- 
ward still exist. That is the'first and most 
important condition of recovery.” 


Seattle Trust Men Plan 
Study of Trust Advertising 


Critical analysis of promotional work is 
scheduled for April meeting of Associa- 
tion—Subject of round-table discussion 
on February 14 will be corporate trusts 
—Officers and committee members 
listed 


The Seattle Association of Trust Men, 
Seattle, Wash. holds its regular meeting on 
the second Wednesday of each month except 
the months of June, July and August. These 
monthly meetings are preceded by a dinner 
and are held at the College Club in Seattle. 

Several important subjects have been dis- 
cussed at the meetings already held this year. 
“The Present Situation of Trust Service in 
the United States’ was the topic discusse] 
at one meeting at which Howard O. Ed- 
monds, vice-president, Northern Trust Com- 
pany, Chicago and president of the Trust Di- 
vision American Bankers Association and 
Blaine B. Coles, executive vice-president Se- 
curity Savings & Trust Company, Portland, 
Ore. were guest speakers. 

At the November meeting Alfred V. God- 
save, vice-president and trust officer of the 
Pacific National Bank of Seattle discussed 
in detail ‘“The Securities Act of 1933.” 

Corporate trusts will be the subject of a 
round-table discussion at the February 14 
meeting. 

On March 14, Alfred J. Schweppe, an at- 
torney of Seattle, will address the members 





TRUST COMPANIES 
































! 
\! 







Wh 


' 


Ii 













































Efficient and sympathetic 
trust representation 
in Rhode Island 


New England’ s Oldest Trust Company 









Hospital Trust Company 






15 WESTMINSTER STREET, PROVIDENCE, R. 















OUTSTANDING 


TRUST COMPANIES 


Exclusively 


A TRUST 
ORGANIZATION 


IN WISCONSAN e 






In terms 


of experience, extensive contacts, resources and facilities, the First Wisconsin 


Trust Company is Wisconsin’s outstanding trust organization . ... We offer 


complete corporate and individual trust service — and trust service exclusively. 


FIRST WISCONSIN TRUST COMPANY 


WE DO OUR PanT 


LR. : 
a Milwaukee © Unit of Wisconsin Bankshares Group 








of the association on the subject of the legal 
rights and position of non-depositing bond- 
holders under plans of foreclosure and the 
rights of various classes of security holders 
who do not deposit their bonds with the 
protective committees. 

On April 11 Worrall Wilson, chairman of 
the board, Seattle Trust Company will lead 
the discussion on “How to make Seattle 
Trust-Minded.”’ Through the cooperation of 
the entire membership of the association, 
which also includes Tacoma trust men, an 
attempt will be made to give a critical anal- 
ysis as to what is the matter with present 
trust advertising and promotional work. 

In accordance with a custom of several 
years standing the Tacoma members of the 
association will act as hosts in their city at 
the last meeting of the season. This will be 
held in Tacoma, May 9. The Tacoma trust 
men have not as yet announced the program 
for their meeting. Doubtless, however, this 
meeting, following precedents of former 
years, will be one of the most interesting of 
the season. 

The present membership of the association 
is forty-nine, the average attendance at each 
meeting this season has been thirty-five. 
Officers and committees for 1933-34 are: 






President, R. H. Downing, First National 
Bank of Seattle; vice-president, R. A. Saw- 
yer, The National Bank of Commerce; sec- 
retary-treasurer, O. F. Krieger, The Pacific 
National Bank of Seattle; M. W. McCarty, 
National Bank of Tacoma, and E. I. Wall- 
berg, Bank of California, Seattle, trustees. 

Membership Committee: Boland Wilson, 
chairman; J. L. Hamilton, and D. M. Can- 
non. 

Program Committee: R. A. Sawyer, chair- 
man; W. J. Brewer, H. H. Judson, and E. H. 
Robbins. 

Committee on Legislation: M. W. McCarty, 
chairman, James Young and J. C. Glass. 

Publicity Committee: M. J. Scoville, Jr., 
chairman, G. L. Danbom, and H. R. Randle. 

Committee on Fees: H. V. Smith, chair- 
man, R. W. Sprague and A. V. Godsave. 





WISCONSIN ASSOCIATION ELECTION 





At the recent annual meeting of the Cor- 
porate Fiduciaries Association of Wisconsin, 
held in Milwaukee, A. L. Thuemler of the 
Citizens State Bank, Sheboygan, Wis., was 
elected secretary-treasurer for the ensuing 
year. 








Discusses New Tax Questions 
Facing Corporate Fiduciaries 


H. N. Andrews in address before Boston 
Association gives detailed review of tax 
situation in Massachusetts interspersed 
with facts and opinions of national bear- 
ing—Notes strong trend toward gen- 
eral sales tax 


The timely subject of the January 11 meet- 
ing of The Corporate Fiduciaries Association 
of Boston was “New Tax Matters of Interest 
to Corporate Fiduciaries.’ H. N. Andrews, 
vice-president Old Colony ‘Trust Company, 
recognized among trust executives as an au- 
thority on fiduciary taxation matters, in an 
informal address said in part: 

“Probably the matter which interests us 
most is as to whether or not the Revenue Act 
which is now being considered by Congress 
will be retroactive to January 1, 1933, or if 
the provisions will be effective from January 
1, 1984. The Ways and Means Sub-Com- 
mittee and the Treasury Department have 
indicated that most if not all of the items 
should be effective from January 1, 1934. 

“In this connection it might be noted that 
the 1926 Act, passed February 26, 1926, was 
retroactive to January 1, 1925; and the 1918 
Act, passed February 24, 1919, was retroac- 
tive to January 1, 1918. 

“The last Massachusetts legislature ‘passed 
some thirty new tax bills, the larger number 
of which do not particularly interest us as 
fiduciaries. Let us consider, briefly, those of 
some interest to us. The theory of having 
the local taxes assessed as of April 1 and 
covering the year from April to April has 
been modified so as to place these taxes on a 
calendar year basis for the year 1935 and 
thereafter. This involved a number of other 
collateral changes, one act providing that 
local taxes shall be payable in 1935 and 
thereafter in two equal instalments—July 1 
and October 1, with bills to be dated Janu- 
ary 1 and sent out not later than June -14. 
Provision has been made to allow local taxes 
to be paid in instalments of not less than 10 
per cent, and requiring state income taxes to 
be paid in two equai instalments, the first 
to be due with the filing of the return not 
later than March 1. Where the tax is not 
large it would seem to be advisable to pay 
the entire amount due at the time of filing 
the return, thus eliminating several mechani- 
eal operations. In such cases, of course, any 
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applications for refund must be made within 
sixty days from March 1. Applications for 
abatement to local assessors in 1935 and 
thereafter must be filed before December 1 
and appeals from their decisions to the 
Board of Tax Appeals may be made within 
sixty days, instead of thirty days as for- 
merly. 

“The Massachusetts inheritance taxes on 
Class A beneficiaries where the legacies ex- 
ceed $500,000, have been increased from 5% 
to 6 per cent on legacies above $500,000 and 
not over $750,000, from 6 to 7 per cent on 
legacies from $750,000 to $1,000,000, and 
from 7 to 8 per cent on legacies above $1,- 
000,000. 

“The most drastic change, so far as we are 
concerned, is probably the one taxing divi- 
dends of Massachusetts corporations re- 
ceived during 1933-34-35, placing these divi- 
dends on the same basis as those received 
by Massachusetts residents from foreign cor- 
porations. This wipes aside, very auto- 
cratically, the theory of obviating double 
taxation and indicates the drastic changes 
which may be made taxwise when the need 
arises. 

“Stock dividends of all corporations are 
also made taxable at the 6 per cent rate, 
using the market value at the time of re- 
ceipt. You will recall that the Massachu- 
setts Supreme Court has previously decided 
that stock dividends may be taxed as income 
but that the United States Supreme Court 
has held contra. Presumably the United 
States Court will not assume jurisdiction 
over this State question, but undoubtedly 
some litigant will seek a decision from the 
United States Court as to the constitution- 
ality of this provision of the Massachusetts 
law. The taxing of dividends received from 
Massachusetts corporations makes it neces- 
sary to look more carefully at our possible 
interest payment deduction particularly in 
estate and agency accounts. Note 'that divi- 
dends from Massachusetts trusts with trans- 
ferable shares which have filed the agree- 
ment to pay the tax at the source are still 
free from income tax to the recipients. A 
revised list of those trusts which have filed 
the agreement has just been published for 
the Tax Commissioner. Many utility com- 


panies have not filed the agreement for 1933, 
thus making their dividends subject to tax. 

“The Massachusetts estate tax has been 
made applicable to intangible property within 
the Commonwealth belonging to non-resident 
alien decedents. 


This amendment does not 
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HENRY N. ANDREWS 
Vice-president Old Colony Trust Company 


apply to non-residents of Massachusetts re- 
siding in the United States—simply to aliens 
—and is applicable only to the extent of the 
Federal estate tax credit, so that the net re- 
sult is that there is no additional tax, but 
is simply a device to allow Massachusetts to 
collect whatever it can on any amount which 
may be due under the Federal estate tax law. 
$y limiting the act in this manner there is 
no conflict with the Supreme Court decision 
to the effect that intangibles can be taxed 
only by the state where the decedent was 
domiciled at the time of death. 

“The Massachusetts excise tax on busi- 
ness corporations, banks and trust companies 
ealls for the inclusion of income from all 
sources, including all dividends and interest 
from United States Governments and State 
and Municipal obligations. Recent decisions 
of the United States Supreme Court seem to 
sanction this method of taxing the income 
from so-called tax exempts—i.e. by the the- 
ory of an excise or license tax—using gross 
income as the basis for determining the tax. 
(Educational Films Company vs. Ward, 282 
U. S. 879; Pacific Company, Ltd. vs. Johnson 
285 U. S. 480.) 

“Both Massachusetts and Federal authori- 
ties rule that dividends shall be returned 
gross, i.e. without deduction of the 5 per 
cent Federal tax withheld at the source. Un- 
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doubtedly this is for the benefit of the tax 
payer as the tax deduction in the Federal 
return from normal as well as surtax is of 
greater benefit in the ordinary case than 
would result from returning net dividends in 
both returns. 

“Four cases of considerable importance to 
uS were decided by the United States Su- 
preme Court on December 11, 1933, Known as 
Commissioner vs. Butterworth, ete., which 
clarified ‘the so-called Bolster case which did 
not reach the Supreme Court and which left 
us in rather a quandry as to how to treat 
income from our trust funds. You will re- 
call that the Bolster case decided that a 
widow who accepts the provisions of her 
husband's will thereby waives her dower and 
statutory rights and becomes a purchaser for 
value of an annuity and sums received by 
her up to the amount of such statutory 
rights constituted a return of capital and are 
not taxable to her as income until her total 
receipts amount to the value of what she 
had relinquished—her capital. These re- 
cent decisions now make it clear that in the 
case of the ordinary trust fund, where the 
income is paid to a widow, that the trustee 
shall take a deduction for disbursements 
made to the widow and she shall return the 
same in her individual return. However, in 
the unusual cases, where the widow re- 
ceives a straight annuity not dependent upon 
income, the taxable income shall be returned 
and tax paid by the trustee and the widow is 
relieved from tax. 

“Continuing further what was said above 
with regard to the effective date of the new 
Statute, we should exercise some care in 
closing out our estates and trusts to see that 
the proper reserve is made covering 1933 
income. It may not be sufficient to with- 
hold in conformity with the 1932 Statute, 
but it would seem to be more desirable to 
withhold on the basis of the report made to 
the Ways and Means Committee, or to get 
some definite assurance from the distributees 
that in the event of an increase in rates the 
trustee would be reimbursed. 

“The question as to the deductibility of 
agency or custodian fees as a business ex- 
pense has been raised by some reserve agents 
in reviewing returns of our clients. In a 
letter from Deputy Commissioner Charles T. 
Russell to the Committee of Banking Institu- 
tions on Taxation, New York, N. Y. dated 
January 4, 1934, he advises ‘that the Bureau 
has recently adopted the policy of allowing 
as a deduction all the ordinary and necessary 
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New York Trust 


40th St. & Madison Ave. 


Company 


I0O BROADWAY 





CONDENSED STATEMENT OF CONDITION 


Fifth Ave. & 57th St. 


At the close of business, December 31, 1933 


RESOURCES 


Cash on Hand, in Federal 
Reserve Bank and Due 
from Banks and Bankers $ 


United States Government 


Securities a . 83,219,002.13 


Reconstruction Finance 
Corporation Notes . 


Other Bonds and Securities 

Loans and Bills Purchased. 1 

Real Estate, Equities, 
Bonds and Mortgages 


Customers’ Liability for 
Acceptances and Letters 
of Credit 


Accrued Interest and Orher 
Resources . 


Liability of Others on Ac- 
ceptances, etc., Sold with 
Our Endorsement 


$3 


MALCOLM P. ALDRICH 
New York 


ARTHUR M. ANDERSON 
J. P. Morgan & Company 


MORTIMER N. BUCKNER 
Chairman of the Board 


JAMES C. COLGATE 
James B. Colgate & Company 


WILLIAM F. CUTLER 
Vice-President 
American Brake Shoe & Fdy. Co. 


FRANCIS B. DAVIS, JR. 
President, United States Rubber Co. 


HARRY P. DAVISON 
J. P. Morgan & Company 


LIABILITIES 
Capital $12,500,000.00 
$1,451,466.12 Sucples at ceemnel 
Undivided 
Profits . _1,047,551.18 $33,547,551.18 
Capital Note 2,500,000.00 
2,500,000.00 Reserves: 
37,412,839.64 For Contingencies 10,275,000.00 
14,248,104.19 For Taxes, Interest, etc. 3,548 ,036.80 


Deposits . 
5,353,467.22 
Outstandin 


Checks . 
14,246,168.16 
2, 1934 . 


1,970,993.28 
Credit . 


236,834,761.22 


8,399,620.31 245,234,381.53 


Dividend Payable January 


625,000.00 


Acceptances and Letters of 


14,672,071.23 


Acceptances, etc., Sold with 


30,222.44 


10,432,263.18 


Member of the Federal Reserve System and of the New York Clearing House Association 


Trustees 





RUSSELL H. DUNHAM 
Presedent, Hercules Powder Company 


SAMUEL H. FISHER 
Litchfield, Conn 


JOHN A. GARVER 
Shearman & Sterling 


ARTEMUS L. GATES 
Prestdent 


CHARLES HAYDEN - 
Hayden, Stone & Company 


F. N. HOFFSTOT 
President, Pressed Steel Car Co. 





B. BREWSTER JENNINGS 
Standard Oil Co. of New York 


Our Endorsement 





30,222.44 
$310,432,263.18 






EDWARD E. LOOMIS 
Prestdent, Lehigh Valley Railroad Co, 


ROBERT A. LOVETT 
Brown Brothers Harriman & Co. 


HOWARD W. MAXWELL 
New York 


GRAYSON M.-P. MURPHY 
G. M.-P. Murphy & Company 
HARRY T. PETERS 
New York 


DEAN SAGE 
Sage, Gray, Todd & Sims 


LOUIS STEWART, SR. 
New York 


VANDERBILT WEBB 
Milbank, Tweed, Hope 0” Webb 
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expenses paid or incurred during the taxable 
year with respect to management, protection 
and handling of properties producing taxable 
income.’ This ruling seems to settle that 
question not only for agency accounts but for 
revocable trusts, and also as to safe deposit 
box fees, both of which items have been 
questioned recently by local examiners. 

“The intent of Congress appears to be 
quite definite that capital losses may not be 
taken in excess of gains, no matter how long 
the securities which have been sold may have 
been held, although this restriction has not 
been enacted into law and possibly may not 
be effective as to 1935 transactions, notwith- 
standing that it seems to be probable. This 
brings up the possible desirability of treating 
worthless securities under the ‘bad debt’ the- 
ory, rather than making sales at nominal 
prices. Where the facts warrant, it would 
seem to be advisable to adopt the ‘had debt’ 
theory. 

“A few specific items have presented 
themselves which are worthy of passing com- 
ment. With regard to the dividends or inter- 
est received from cooperative bank shares, 
particularly those which are accruing be- 
fore maturity of the shares, the ruling of the 
Department does not seem to treat specific- 
ally with cooperative bank shares, but com- 
ments upon building and loan associations 
which have somewhat the same status. The 
Department has ruled in such cases that the 
income is not returnable from year to year 
as it accrues, but must be returned in one 
lump sum upon maturity of the shares, and 
also requiring the association to make in- 
formation returns. This ruling seemed to be 
based upon the theory that the dividends as 
declared on such running shares are not 
available for immediate withdrawal by the 
depositor. Congressman Luce took the mat- 
ter up with the Department, with specific 
reference to our Massachusetts cooperative 
banks, and the subject is covered by the 
Secretary of Massachusetts Cooperative Bank 
League in a bulletin dated December 13, 1938, 
wherein he advises that the Department has 
given consideration to the three different 
bases upon which these dividends are paid or 
accrued. First, in those cases where divi- 
dends may be withdrawn in full at any time 
before maturity of the shares without de- 
duction of any part of the interest as a pen- 
alty, the interest or dividends shall be re- 
turned yearly as credited to the account, sec- 
ondly, in those cases where the shares may 
not be withdrawn at any time before matur- 


ity without some deduction from the interest, 
the income is returnable in full at maturity 
as above stated; and thirdly, where there is 
a penalty for withdrawal up to say five years, 
the accrued income must be returned in one 
lump sum at the end of the five years pe- 
riod, and thereafter, if there is no interest 
penalty, the interest or dividends credited 
to the account must be reported yearly. 

“The Board of Tax Appeals has overruled 
its previous opinion and now holds that 
amounts received at maturity of a bond or 
pursuant to call is not a sale or exchange of 
such a bond and cannot be treated as a capi- 
tal gain or loss but must be treated as an 
ordinary gain or loss 27 B. T. A. 463. 

“Exchange of Fourth Liberty Loan 4\s to 
the new 44s-3\4s. This exchange is return- 
able on the basis of a value of $1,015 on 
November 1, 1935 for the new issue, but 
$1.SSS9 of that sum is the accrued interest 
from October 15 to November 1, 1933. There- 
fore the difference between $1,013.11 and cost 
represents profit or loss. 

“The dissolution of Drug Incorporated and 
distribution of five subsidiary stocks as of 
August 30, 19355 has caused some confusion. 
The Board of Tax Appeals on August 23, 
1933 held that a similar exchange was a 
complete liquidation and recognized a gain 
On October 19, however, the Board 
granted a motion for reconsideration and or- 
dered that this decision of August 23 be 
vacated. It therefore seems that this ex- 
change comes within Regulation 77, Article 
574, Example 4, and is non-taxable under the 
Federal law. The Massachusetts authorities, 
however, hold that this is a taxable ex- 
change and that the excess over the value 
of the capital and paid in surplus is sub- 
ject to the 6 per cent tax as a liquidating 
dividend, upon the following basis: 


or loss. 


Value received for each share of Drug Inc. 
1/2 Share Sterling Products (Inc. ) Common... 
2/5 ‘* United Drug (Inc.). .Common...... 
1/5 ‘* Vick Chemical (Inc.) Common..... 
1/5 ‘ Bristol Myers Co. Common..... 
1/10 ‘* Life Savers Corp. Common... 


Value per share capital and paid in surplus 
Taxable per share of Drug Inc. at 6% 

“The distribution of Radio stock by Gen- 
eral Electric and Westinghouse Electric calls 
for a return of $4 to Massachusetts and 
$3.9875 to the Federal Government for each 
share of Radio received. 

“In this connection it is interesting to note 
that the sub-committee report to the Ways 
and Means Committee recommends. the 
change of the Federal practice in the man- 
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ner of handling transactions of this kind, 
so as to conform with the Massachusetts 
procedure. The Treasury Department, how- 
ever, did not concur in that recommendation. 


“The repeal of the Eighteenth Amendment 
has automatically abolished several taxes 
concerning which you are fully conversant, 
the most important one from our point of 
view being the 5 per cent tax withheld at 
the source on account of dividend payments. 
While there seems to be a tendency in Con- 
gress to renew this tax it probably would not 
be applicable to dividends declared between 
January 1 and the date of the new Act, so 
that it would seem that we can act safely 
in our distributions so far as that matter is 
concerned. 

“As you are probably aware, an interest- 
ing procedure of a new sort is being tried 
out in New York State under their so-called 
emergency income tax law, being a tax of 
1 per cent on gross incomes without exemp- 
tion except where the income of a single per- 
son is less than $1,000 or the income of mar- 
ried couples is less than $2,500. Certainly 
this tax has the advantage of ease of admin- 
istration and if upheld by the courts may 
tend towards legislative enactments of a 
similar kind in other jurisdictions. The law 
also seems to indicate an understanding upon 
the part of legislatures that each and every 
person must assume some portion of the 
increased tax burdens and that it is not pos- 
sible to raise the huge sums now ¢alled for 
by taxing an unfavored few. 

“A number of recommendations to the 
Ways and Means Committee by its sub-com- 
mittee appointed for that purpose raises 
some interesting questions. If the new tax 
statute is retroactive to January 1, 1933. 
how are the increased taxes to be collected 
in those cases where estates and trusts have 
been closed on the basis of the 1932 law? 
For instance, they recommend that in no 
ease shall stock losses be allowed in excess 
of gains, that the exchange and reorganiza- 
tion procedure be abolished making exchange 
transactions subject to a possible tax, that 
partnership not deductible from 
other personal income of the partners, that 
foreign tax credits be abolished, that annui- 
ties be taxed, that estate and inheritance 
taxes be not deductible in computing net in- 
come of estates, that income accrued to a 
decedent prior to death be made taxable, and 
a number of pcssibly less vital but neverthe- 
less important changes. <A procedure which 
may be adopted in those cases where closing 


losses be 


your finger 
on the map. 


California is the second largest 
state in the nation, and yet if 
you place your finger on the 
map of this great state, you are 
almost certain to cover a City 
or town served by Bank of 
America. That service includes 
a trust department eminently 
qualified to handle any fidu- 
ciary business entrusted to it. 


BANK of AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 
CALIFORNIA 


Bank of America National Trust & Savings 
Association, 4 National Bank 

and Bank of America, a California State Bank 

are identical in ownership and management 
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is agreed upon is to require the residuary 
legatees or those who would assume the 
burden of any additional taxes to leave with 
the fiduciary in escrow some part of their 
distributive share as may be mutually agreed 
upon to be held for a year or two and charge- 
able with any additional tax which the fidu- 
ciary may determine to be due and payable. 

“The tendency is very strongly towards 
sales taxes despite persistent reluctancy on 
the part of legislators. It is apparently the 
only tax left which 
stantial plucking. Defaults in payment of 
the burdensome real estate taxes has neces- 
sitated the adoption of new and radical pro- 
cedures. Twenty-six states have enacted gen- 
eral sales tax laws, nine additional states 
have what is known as classified -sale tax 
laws, twenty-three of these statutes having 
been passed in 1933. The Governor of Massa- 
chusetts has recommended a sales tax law 
and apparently the only question is as to 
its form and scope. The retail sales tax 
seems to be the most effective and with 
the fewest administrative obstacles. Penn- 
sylvania enacted an emergency retail sales 
law in September, 1932, and in seven months 
collected about $10,000,000. Massachusetts 
with its small area, fairly dense population. 
and apparently large retail sales output 
would seem to be particularly adaptable to 
such a tax. The leading objection seems to 
be that it affects inequitably persons with 
small incomes, but that status would seem 
to be a general rather than special today.” 

Gilbert T. Stephenson, vice-president, Equi- 
table Trust Company, Wilmington, Del. will 
be the speaker at the March 8 meeting of 
the Boston Association the subject of his ad- 
dress will be “Some Aspects of Trust Busi- 
ness Abroad.” 


goose 


Minnesota Association Plans 
For Future Meetings Outlined 


H. Wm. Blake, secretary-treasurer Cor- 
porate Fiduciaries Association of Minnesota 
says: “Present indications are that this year 
will be a specially good one for our associa- 
tion from the standpoint of the quality of 
programs for meetings. 

“At our annual meeting this year held in 
October we heard a paper read by W. E. 
Brockman, assistant secretary of the North- 
west Bancorporation and director of the Fi- 
nancial Advertisers Association, on the sub- 
ject of ‘Public Relations.’ 

“Tra C. Oehler, investment counsellor in 


will stand sub- . 


St. Paul, made a very thorough and exhaus- 
tive study on the question of recent court 
decisions and legislation of interest to fidu- 
ciaries, and read a paper on that subject to 
the representatives of the association at a 
meeting in November. 


“Dr. Herbert Heaton, Professor of Eco- 
nomics at the University of Minnesota and 
well-known economic historian, gave an ex- 
cellent address at our meeting in December 
on the subject of ‘History Recovery.’ 

“We are now planning on a meeting to be 
held in February, at which G. A. Young- 
quist, an attorney associated with the firm 
of Fowler, Carlson, Furber and Johnson of 
Minneapolis, and Mr. Larson associated with 
Cobb, Hoke, Benson, Krause and Faegre, at- 
torneys in Minneapolis, will speak on fed- 
eral, state, income, transfer and inheritance 
tax laws for 1938. At the next subsequent 
meeting we are planning to invite a speaker 
on the subject of ‘Municipal Finance.’ ” 

The executive committee of the associa- 
tion consists of A. W. L. Wallgren, chairman, 
R. N. Gesme, W. E. Kunze, Paul Reyerson. 
Mr. Blake writes that these men have been 
more active than any other committee dur- 
ing this current year, due to the work on 
the Code as it will apply to trust companies 
in Minnesota, and also as to the arrange- 
ment of meetings. 

The personnel of the other committees fol- 
lows: 

Public Relations—R. N. Gesme, L. L. D. 
Stark, Oliver Aas, and Charles J. Curley. 

Legislative Committee—L. L. D. Stark, 
A. B. Whitney, and L. S. Headley, chairman. 

Free Committee—L. E. Dunn, W. W. 
Holmes, C. A. Maley, Arthur Miller, W. F. 
Queisser, and Charles R. Miller, chairman. 

Authorized Securities Committee—R. M. 
Collins, chairman, Frank A. Richards, and 
Samuel H. Rogers. 

Mr. Blake writes: 

“This is an off year for our Legislative 
Committee so there is not much for them to 
do, although last year was an especially busy 
one and considerable legislation of vital in- 
terest to us was sponsored by this committee. 

“The Authorized Securities Committee last 
year brought about a change in the public 
utilities section of our Authorized Securities 
law, but this year they have little work 
excepting for checking of securities now 
listed as being authorized.” 


The San Diego Trust Officers’ Association 
of San Diego, Cal., which has not actively 
functioned recently, are planning to become 
active again in the near future. 
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ENTERING 


OUR 87TH YEAR- 


and Chicago’s Second Century 


This company and its predecessors have been serv- 
ing Chicago and Cook County in matters relating to 
real estate titles since 1847. It has been administer- 
ing trusts in Chicago under court and private appoint- 
ments since 1887. 

Never has there been more urgent need for careful 
examination of real estate titles and for general use 
of title insurance than now. 

Never has there been a greater need for wise and 
experienced trust service than now. 

Never has this Company been better qualified and 
more alert to these opportunities for rendering an 
indispensable service in its community. 


CHICAGO TITLE & TRUST COMPANY 


69 West Washington Street, Chicago 
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CONDENSED STATEMENT OF CONDITION 
December 30, 1933 


Che 
Cleveland 
Crust Company 


Located at Euclid Avenue and East 9th Street and in 59 
Community Centers throughout Greater Cleveland and nearby 


Cash on Hand and in Banks ; ..e.+.-- $45,723,166.13 
United States Government Bonds and Certificates 18,233,090.27 


State, Municipal and Other Bonds and Investments, Sutning 
Stock in Federal Reserve Bank, less Reserves ae .. 23,011,772.95 


Loans, Discounts and Advances, less Reserves Leese. ee..-. 163,657,002.66 
Banking Houses and Other Real Estate 11,267,586.79 


Interest and Earnings Accrued and Other Resources, including 
’ Advance for Deposit Insurance 4,826,889.85 


Customers’ Liability on Letters of Credit and Acceptances Executed 
by this Bank.... aa 231,531.56 


$266,951,040.21 


Capital Notes $15,000,000.00 
(Subordinated to Deposits and other Liabilities) 


Capital Stock. . Breas a per aeee ....... 13,800,000.00 
Surplus and Undivided Profits. Ae ll 


$35,288,222.81 
Reserve for Taxes, Interest, etc ore ER 940,625.95 
DEPOSITS 


. $81,385,417.44 
139,699,403.47 


Cash Balances of Estates and Corporate Trust 
Departments (Preferred)................... 8,458,272.31 


$229,543,093.22 
Other Liabilities . 947,566.67 
Letters of Credit and Acceptances Executed for Customers Pi 231,531.56 


$266,951 ,040.21 


Member ire eo) 4 Member Cleveland 
Federal Reserve System : Clearing House Association 


MEMBER TEMPORARY FEDERAL DEPOSIT INSURANCE FUND 





LEGAL DECISIONS AND DISCUSSION 


FRANK C. McKINNEY 
Member of New York Bar and Author of “Trust Investments” 


INVESTMENTS BY TRUSTEES— 
COURT OUTLINES STANDARDS 
OF JUDGING RESULTS SHOWN 


The Court of Appeals of Maryland has re- 
cently written an instructive opinion in the 
ease of Pope vs. Safe Deposit 
Company of Baltimore. 


and Trust 


The trust company as successor trustee to 
Pope, upon taking over the trust estate made 
application to determine whether Pope 
should be surcharge for shrinkage in the 
value of the estate as the result of invest- 
ments made by him. The court, in ruling 
that Pope should not be surcharged, ex- 
pressed the standards of integrity and ability 
required of a trustee in the following para- 
graph: 

“At no time is there in this case any bad 
faith or dishonesty of any kind. Negligence 
is a' relative term. Mr. Pope was just a 
graduate in ordinary business. He took over 
the work, executed it with rare fidelity, in- 
tegrity and skill, subject to such human limi- 
tations as were constitutional with him. It 
is a2 common sense, fair and square equit- 
able rule, to apply to a trustee, that he 
should be held, in an equity Court, to the full 
measure of responsibility that the law casts 
upon him. He should not be either sacrificed 
or crucified or made responsible for non-per- 
formance of the acts of a super man, if he 
be not of that type.” 


In making his investments Pope had relied 
upon the advice of a disinterested investment 
firm in New York of high standing. As to 
this the court said: 

“At no time did he have any knowledge or 
information that he thought was superior to 
the advice that he got from a disinterested, 
high-toned specialist in that field. A clause 
in the trust deed required previous consent 
of Henry Gittings to investment by Pope as 


trustee. Each month Mr. Pope would tran-’ 


scribe from his book a list of securities into 
books of Mr. Henry Gittings, so that never 
would there be a period longer than thirty 
days when Mr. Gittings was not advised of 
the full nature of the trust estate, and of 
any change in investments. If the strict 


letter of the law of construction of trust in- 
dentures does not consider subsequent rati- 
fication and approval as equivalent to prior 
consent to investment, it may well be con- 
strued as prior consent to the investment, 
dating from the time it is transcribed in the 
book of Mr. Gittings.” 


INCOME PAYMENT PROBLEMS 
WHEN TESTATOR'’S BUSINESS 
IS CONDUCTED BY EXECUTOR 


A testator directed that his shoe business 
should be operated by his executor for such 
time as the executor should deem it most ad- 
vantageous to the benefit of the estate, but 
not beyond the period of two years, when 
the business was to be sold. A question 
arose as to whether or not the life tenant 
was entitled to the profits of the business 
during the period in which it was conducted 
by the executor. 

Following the old English rule which has 
been uniformly applied in New Jersey, the 
Court of Errors and Appeals decided in the 
case of Gaede, Err. vs. Carroll, that when 
the testator has not clearly expressed an in- 
tention that the life tenant should enjoy the 
property in specie, the whole residuary fund 
is to be invested and until such investment 
is made the tenant for life is not entitled to 
the actual income produced by the residuary 
estate, but to interest from the date of the 
testator’s death on the value thereof esti- 
mated at that time. 


LIFE TENANT GETS SHARE 
OF STOCK DIVIDEND PAID 
AFTER DEATH OF TESTATOR 


The recent decision of the Supreme Court 
of Wisconsin in the case of Re Paddock, 
dealt with the question of the proper division 
of a stock dividend as between the life ten- 
ant and the remainderman. 

One-third of the testator’s stock in the 
Time Insurance Company was held by the 
trustee, the income therefrom to be paid to 
the widow for life. Upon her death the resi- 
due of the estate was to go to Paul Paddock. 
Some time after the testator’s death the 
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Time Insurance Company declared a_ stock 
dividend of a face value of $50,000. The 
court decided that the surplus accumulated 
by the insurance company between the time 
of the testator’s death and the time of the 
stock dividend constituted income in which 
the widow was entitled to share in such 
ratio as the stock upon which she was en- 
titled to the income bore to the whole 
amount of the capital stock of the corpora- 
tion. She was entitled to payment of her 
proportionate share of the increase in sur- 
plus in cash, or in stock dividends if the com- 
pany saw fit to distribute it in that form. 


SPENDTHRIFT TRUSTS—EFFECT 
ON CREDITORS WHEN POWER 
OF APPOINTMENT IS USED 


In the Estate of Miller (Pa. Sup. Ct.) an 
interesting question arose as to the effect 
upon creditors when a power of appointment 
has been exercised by one of the beneficiar- 
ies of a spendthrift trust. 

Miller gave to the Fidelity Title and Trust 
Company of Pittsburgh $200,000 in trust, the 
income to be paid to four children during 
their lives. Upon the death of each of them 
his or her portion of principal was to be 
paid “to such person or persons as may be 
designated by his or her last will and testa- 
ment, or, in the absence of such designation, 
to such person or persons as would take the 
same as heirs of said deceased child under 
the interstate laws of the State of Pennsyl- 
vania. The trust further provided that 
“neither the principal of the said trust es- 
tate. nor the income thereof, shall in any 
manner be subject to the control or answer- 
able for the debts, contracts, engagements or 
torts of my said children, or liable to any 
charge, assignment, conveyance or anticipa- 
tion by them.” 

One of the children died leaving a _ will 
which did not refer to the trust or to the 
power of appointment. The will directed the 
payment of just debts and funeral expenses 
and bequeathed the remainder of his estate 
to his wife. The court decided that the will 
was a sufficient exercise of the power of ap- 
pointment; that the direction to pay just 
debts and funeral expenses was not such a 
designation as would include creditors and 
that after paying funeral expenses the entire 
estate should go to the widow who was a 
person properly designated in accordance 
with the terms of the trust and the power 
of appointment thereunder. 


UNIFORM STATUTES ON EFFECT 
OF MARRIAGE ON PRIOR WILLS 
SUGGESTED TO END CONFUSION 


A recent California decision (Derruau’s 
Estate, 24 Pac. Rep. 865) is an illustration of 
the confusion which exists as to the effect of 
marriage by a testator who had previously 


drawn his will. 


In this case the testator executed his will 
in 1929. He married in 1930 and died in 
1932, leaving his wife surviving him. In 1929, 
the law of California provided that if a tes- 
tator married after making a will and his 
wife survived him the will was revoked. In 
1931, the law was changed to the effect that 
if a person marries after making a will and 
the spouse survives the maker, the will is re- 
voked as to the spouse. The present case 
arose on a claim, by persons interested in 
the estate, that the marriage of the testator 
resulted in a total revocation of the will. 

The court decided that there was only a 
partial revocation and that in no case would 
the claimants be entitled to share in the es- 
tate. The case therefore merely illustrates 
the present confusion in the State of Califor- 
nia on the important question of the effect of 
marriage on a will previously executed by 2 
testator. 

In New York, a like condition prevails in 
spite of the many recent laws in which at- 
tempts have been made to clarify and sim- 
plify this and other important questions gov- 
erning decedents estates. 


It would be a boon, not only to trustees 
and lawyers, but also to the people as a 
whole if uniform laws were adopted on ques- 
tions of this character. 


INVESTMENTS BY GUARDIANS 
IN PARTICIPATING MORTGAGES 
ON UNIMPROVED PROPERTIES 


In the case of Williams Estate, decided by 
the Orphans’ Court of Philadelphia, 19 D. & 
C. 225, the question was whether or not a 
guardian should be surcharged for losses on 
investments in participating mortgages. 

The account of the guardian was sur- 
charged, not because such investments are 
illegal, but because due care had not been 
exercised in selecting the mortgages. The 
property upon which the mortgages had been 
placed was unimproved and the amount of 
the mortgages was high as compared with 
the value of the property. 
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GOOD FAITH AND APPROVAL 
OF COURT SAVE TRUSTEE 
FROM REMOVAL OVER LOSS 


Prior to his death a testator had pledged 
various shares of stock for loans at his bank 
and had also maintained margin accounts 
with a brokerage house. The trustee of the 
estate was confronted with a serious situ- 
ation. The market value of the securities 
was falling and yet under ordinary condi- 
tions they were valuable. His problem was 
to decide whether or not he would sell the 
securities and liquidate the loans or continue 
the loans in the hope that conditions would 
improve and that the estate would be saved 
He honestly believed that if the 
loans were continued and the securities held, 
the estate would ultimately benefit. Exer- 
cising his best judgment and acting under 
orders of court he continued the loans. But 
the markets did not improve. The bene- 
ficiaries of the trust sought his removal. 

The Supreme Court of Errors of Connecti- 
eut decided in Peck vs. Searle that he had 
exercised good faith, had obtained court ap- 
proval, and was not subject to removal. 


from loss. 
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SEPARATE COMMISSIONS ALLOWED 
TO EXECUTOR AND TRUSTEE— 
HELD DISTINCT FUNCTIONS 


In the recent case of Estate of Ford, de- 
cided by the Appellate Division of New York, 
the Central Hanover Bank & Trust Com- 
pany, which had been named by the testator 
as executor and trustee of the estate, filed 
its account as executor. The executor set 
forth the allowance of one full commission 
as executor and there was no objection on 
the part of any of those interested in the es- 
tate. But the surrogate, on his own motion, 
refused to allow the full commission and 
particularly disallowed any commission for 
payments by the executor to itself as trustee. 
The Appellate Division reversed the decision 
of the surrogate and in so doing wrote a 
careful opinion which will assist in clarify- 
ing the law on the troublesome question of 
commissions when one is named both ex- 
ecutor and trustee in a will. 

The court pointed out clearly that the 
functions of the executor and the trustee are 
separate, although at many points they seem 
to merge. In the case under consideration 
the testator, obviously recognizing the two 
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offices, appointed the trust company “to be 
the executor of this will, and the trustee of 
the trusts hereby created.’ The trust estate 
consisted of the residuary estate of the tes- 
tator and this could only be determined after 
the estate was administered by the executor. 
The testator intended to appoint an executor 
of his will and also a trustee of the trusts, 
and intended to postpone the creation of the 
trusts until after the performance by the ex- 
ecutor of his duties as such. (Matter of Bird, 
241 N. Y. 188.) As executor, the trust com- 
pany administered the estate from April 24, 
1928 to January 3, 1929. Since that date it 
has administered the estate as trustee. 

“We are of the opinion,” said the Appel- 
late Division, ‘that the trust company was 
designated by the testator to act in two sep- 
arate capacities, each distinct from the oth- 
er. First, under the will of the testator, the 
trust company was charged with the duty 
of administering the estate and of turning 
over the testator’s residuary estate to itself 
as trustee. As trustee, a separate and dis- 
tinct duty rested upon it to invest the trust 
estate and to pay over the income derived 
therefrom to the beneficiaries named in the 
will. Consequently, we think that the trust 
company, as executor of the will, was en- 
titled to one full commission, and that, in its 
capacity as trustee under the will, it should 
have been allowed one-half commission upon 
the trust estate received by it.” 


PROVISIONS OF WILL FIXING 
COMPENSATION HELD BINDING 
DESPITE STATUTE PROVISIONS 


In the ease of Vicksburg Public Library 
vs. First National Bank and Trust Company, 
recently decided by the Supreme Court of 
Mississippi, the court declared that when a 
will fixes the compensation of an executor 
and trustee, the provision is binding ir- 
respective of the statutory provisions for 
compensation. 

The will directed that the trust company 
as executor and trustee should be paid two 
and one-half per cent of the money received 
from the sale of real estate, and for services 
as trustee one-half of one per cent of the 
interest realized on the funds invested. On 
accounting, the executor claimed that it was 
entitled to a fee of five per cent on the value 
of the personal property since the will pro- 
vided compensation only on the sale of real 
property; and since compensation had not 
been provided for administering the personal 


property the court should allow such com- 
pensation in accordance with the statute 
which authorizes the court to determine com- 
pensation at a minimum of one per cent and 
a maximum of seven per cent. It was de- 
cided, however, that the entire compensation 
was provided for in the will and that the ex- 
ecutor-trustee having elected to serve was 
bound by the provisions of the will. 

While the decision is doubtless sound, 
we invite attention to the statement of the 
court to the effect that the executor was di- 
rected to carry out the terms of the will 
throughout the years and that it was there- 
fore immaterial that the executor was also 
referred to as trustee. Although the fune- 
tions and duties of the two offices fre- 
quently overlap, they are separate and dis- 
tinct in legal effect and in services rendered. 
Note the recent decision of the Appellate 
Division of New York in the Estate of Ford, 
discussed in this issue of Trust COMPANLES 
Magazine. 


TRUSTEE MAY DEDUCT STATE 
INHERITANCE TAXES, CIRCUIT 
COURT OF APPEALS DECIDES 


In the recent case of Commimssioner vs. 
Beebe, the United States Circuit Court of 
Appeals, First Circuit, decided that although 
an executor had completed his work as such 
and was acting as trustee, he was still en- 
titled to deduct from income any state in- 
heritance taxes. 

The question arose over the interpretation 
of Section 23c of the Revenue Act of 1928, 
which provides that state, inheritance, leg- 
acy and succession taxes accrue on the due 
date thereof and shall be allowed only as 
a deduction to the estate. Beebe died in 
1924, leaving a will providing that the resi- 
due of his estate be paid to his trustee, and 
that one-third be paid to his son when he 
reached thirty years of age. 

Under the laws of Massachusetts the state 
inheritance tax was assessed according to the 
value of this one-third on the date of distri- 
bution. In the meantime the executor had 
settled his accounts as such, and had been 
discharged. In 1928, when the Massachu- 
setts inheritance tax was paid, Beebe as trus- 
tee deducted the amount of this tax from in- 
come of ‘the estate in his Federal income tax 
return. The Commissioner of Internal Reve- 
nue disallowed the deduction, claiming that 
under Article 154, Treasury Department 
Regulations 74, such tax could be deducted 
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only by an estate in process of administra- 
tion, namely, by an executor or administrator 
of the estate; that it could not be deducted 
as an expense by a trustee. 

The court decided against the contention 
of the Commissioner and held that the de- 
duction by the trustee was proper. Massa- 
chusetts statutes made no distinction be- 
tween estates held by executors and estates 
held by trustees. Furthermore, the income 
and estate tax laws must be construed in ac- 
cordance with their obvious meaning and not 
upon mere technical wording or strained con- 
struction. 


SUCCESSOR TRUSTEE NOT LIABLE 
FOR INVESTMENTS ILLEGALLY 
MADE BY HIS PREDECESSOR 


The Attorney General of Illinois recently 
was asked two questions: 

First, if a guardian, conservator or trustee 
makes investments which do not comply with 
the law and a successor trustee accepts as a 
part of the trust the illegal investments, is 
he liable for any loss which may result from 
such investments? 

Second, would an order of court approving 
the report and discharging the first trustee 
operate as a release of the first trustee and 
the sureties on his bond? 

The answer of the Attorney General to 
these questions is instructive and worthy of 
consideration. We quote the more important 
parts of the reply: 

AS a general rule a guardian, conservator or 
trustee who becomes a successor to a former 
guardian, conservator or trustee who has made 
illegal investments, is not, by the mere act of 
succession, liable for loss occurring by reason 
of such illegal investments, but the general 
rule is that such trustee is not justified, in 
the absence of express or implied directions in 
the trust instrument creating such trust, in 
continuing such investment made by the origi- 


nal trustee permanently. 
The succeeding trustee is not liable for the 


acts of his predecessor but in the case of In re 
Hirsch’s Estate, 101 N. Y. Supp. 893, the court 
held that the good faith of a trustee does not 
excuse his action in devoting the property of 
the trust estate to the continuance of a specu- 
lation begun by the decedent, even though the 
will authorized him to invest trust funds in 
any securities which were, in the discretion of 
the trustee deemed proper and desirable, irre- 
spective of the law governing investments by 
executors and trustees and in this case the 
court said, on page 896 “common prudence re- 
quired that such a speculation should be closed 
out at the earliest practicable moment and the 
income from the property secured to the bene- 
ficiaries, and not exposed to the perils of con- 
tinuing such a speculation.” 

The succeeding trustee is bound by the re- 
strictions of the instrument creating the trust 
and the court held, in the case of Merchants 
Loan & Trust Company vs. Northern Trust Com- 
pany, 250 Ill. 86, that where a will gives au- 
thority to convert real estate into personal 
property and personal property into real estate 
and to invest and reinvest, in their discretion, 
the trustees may make such investments as a 
prudent person would consider safe, and they 
are not restricted by the conditions and limi- 
tations imposed by law on the investment of 
trust funds, but must always act in the utmost 
good faith and with sound judgment and pru- 
dence. The provisions of the statute regarding 
investments of trust funds provide that any 
trustee “may continue to hold any investment 
received by him under the trust or any in- 
crease thereof.” The holding of the court in 
the last cited case would indicate that the 
trustee might be liable for continuing to hold 
speculative securities, if sound judgment and 
prudence would require the disposition of the 
same. 

The-succeeding guardian, conservator or trus- 
tee is not liable for illegal investments made 
by his predecessor, but may become liable for 
losses arising on account of his own conduct 
of the trust fund, and his negligence in retain- 
ing speculative or prohibited securities without 
inquiry or investigation, will make him charge- 
able for losses sustained by depreciation of the 
same, during the time they are in his charge. 

In answer to your second question as to 
whether or not an order of the circuit court 
approving the report and discharging the first 
trustee, who had made illegal investments, 
would operate as a release of the first trustee 
and the sureties on his bond, I would say that 
such trustee is not so protected, in making an 
investment of the cestui que trust’s money 
regardless of the type of the investment, as 
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the trustee may only invest such funds in the 
types of investments specified in the statutes 
and if such funds are invested in some char- 
acter of securities other than those author- 
ized by the statutes, the approval of the court 
of the making of the same would not absolve 
the trustee from his liability to account for 
any loss occasioned by the making of such 
improper investment. 

In this connection, the approval of a decree 
entered by consent upon a bill praying the ap- 
pointment of a successor to a deceased trustee 
which contained a preliminary recital therein 
that the deceased had “faithfully discharged 
his duties as such trustee,” etc., will not pre- 
clude a subsequent accounting in equity for 
moneys which the trustee had improperly in- 
vested in railroad stocks. White vs. Sherman, 
168 Ill. 589. 

And in the case of Fineman vs. Goldberg, 329 
Tll. 507, on a similar state of facts, the court 
held that to constitute a bar, a former adjudi- 
cation must have been upon a matter actually 
at issue, the determination of which was es- 
sential to the judgment or decree, and it must 
conclusively appear that the matter was so at 
issue that it was necessarily determined by 
the court rendering the judgment or decree 
which is interposed as a bar. 

Accordingly, it is my opinion that the order 
of the court approving the report does not op- 
erate as a release of the first trustee and the 
sureties on his bond and could not have such 
effect, in any event, unless the matter of the 
illegality of the investments was actually in 
issue and notice to the cestuis que trust given 
so as to afford them opportunity for objection 
to such approval. 


PAYMENT OF LEGACY IN CASH 
WHEN REQUIRED IN LIEU OF 
INVESTMENT IN MORTGAGES 


The Supreme Court of Pennsylvania, East- 
ern District, in Matter of Estate of Jones, 
recently decided that where a legacy of 
eash is directed to be paid to a beneficiary 
when she shall reach the age of twenty-five, 
years, a trustee may not satisfy the legacy 
by delivering to the beneficiary a mortgage 
for $5,000 which has depreciated in value. 
but must hold the mortgage as a part of the 
trust estate and raise the cash from the 
residuary of the trust estate. 


The will provided for three bequests in 
trust and further provided that the residue 
should be held in trust for the benefit of 
children and grandchildren. Mary Howell, 
one of the grandchildren, was also _ be- 
queathed the sum of $5,000 “absolutely when 
she should attain her twenty-fifth birthday.” 

When her grandmother died, Mary Howell 
was fourteen years of age. The trustees in- 
vested $5,000 in a first mortgage to cover the 
specific legacy. Although the mortgage was 
a legal investment, it had depreciated in 
value at the time that Mary Howell reached 
the age of twenty-five. 

In deciding that the trustees must pay in 
cash the court pointed out that the legacy 
was a charge against the whole residue of 
the estate; that the residue was ample to 
provide for cash payment. There was no 
question as to the good faith of the trustee 
in making the investment. Had there been 
no residuary trust estate, the court would 
very likely have decided that the mortgage 
could have been delivered to the beneficiary 
to satisfy the legacy. 


PROBLEM OF TRUSTEE WHEN 
DIRECTED TO INVADE PRINCIPAL 
TO PROVIDE ADEQUATE SUPPORT 


When wills provide that the income of a 
trust shall be paid to a life beneficiary and 
that, in the discretion of the trustee, the 
principal of the trust may be invaded to 
support the beneficiary in a particular man- 
ner or to provide for emergencies, trustees 
are frequently confronted with delicate and 
difficult questions. This is especially true 
where the financial status of the beneficiary 
changes, or where, as in the recent case of 
Matter of Francis, decided by the Surrogate 
of the New York County (N. Y. L. J. Dec. 1, 
1933), the beneficiary marries after the 
death of the testator. Portions of the opin- 
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ion are so instructive and generally’ help- 
ful that we quote them at length: 


The testator, by the “fourteenth” item of his 
will, gave the residue of his estate to his ex- 
ecutors and trustees with directions “To pay 
the entire income therefrom to my wife, Kath- 
ryn H. Gatehouse, for and during her natural 
life, and should the income prove insufficient 
to maintain my wife in her accustomed style 
of living, then I direct my trustees in their 
discretion to apply from the principal so much 
as may be necessary to maintain my wife in 
her accustomed style of living. I further di- 
rect my trustees to pay from the principal all 
necessary expenses incurred for hospital or 
medical attention or other extraordinary ex- 
penses that may be necessay for the care and 
comfort of my wife. In the event of any un- 
foreseen or unexpected emergency that will re- 
quire additional funds for the necessary care 
of my wife, I authorize and direct my trustees, 
or either of them, in their discretion, to make 
such payment as to them or either of them 
may seem best. It is my intention to amply 
provide for the care and comfort of my wife 
and the discretion given to my trustees is to be 
used by them in a broad sense, and I hereby 
expressly relieve them or either of them from 
the necessity of accounting to any person ex- 
cept my wife for the exercise of their discre- 
tion. 

In 1929, the sum of $3,600 was by litigation 
set as the amount necessary for the support 
of the wife, which in view of the trust income 
required an annual invasion of principal to the 
extent of $740. The widow has now remarried, 
with consequent obligation on her husband to 
support her, and it is contended that for this 
reason further payments from the estate of the 
first husband are improper. 

Of the twenty-five most frequently cited de- 
cisions of New York courts bearing on the 
question, seventeen have determined that the 
private sources of support of the beneficiary 
have no bearing upon his rights in a testamen- 
tary gift for that purpose, five have reached 
contrary results. and in one, dicta pro and con 
are to be found in the respective decisions of 
the Appellate Division and of the Surrogate. 

An analysis of the foregoing precedents dem- 
onstrates that in all except two of their num- 
ber the courts have carefully analyzed the do- 
native language to determine precisely what 
was given by the will. Obviously in every in- 
stance four possibilities were open to the tes- 
tator; first, he might give the entire principal, 
which would carry with it the income to be de- 
rived therefrom; secondly, he might give mere- 
ly the income, with no right to invade the prin- 
ciple; thirdly, he might give part or all of the 
income with a conditional right either to the 
balance of the income, if all were not given, or 
to invasion of the principal, depending on a 
prescribed demonstration of extraneous con- 
ditions; and, fourthly, he might give “support 
and maintenance” charging its cost on princi- 
pal or income or both. The true nature and 
distinguishing characteristics of .all of these 
gifts must be obvious with the possible ex- 
ception of the last, concerning which a few 
words may be appropriate. 

The extent and value of any testamentary 
gift other than that of an identified thing or a 
specied sum of money is ascertainable solely 
by reference to extraneous conditions. Thus 
the amount of a residuary gift depends on the 
debts of the decedent, the amounts payable for 


funeral and testamentary expenses, and pos- 
sibly other factors wholly dehors the will. 
Likewise, the value of the life use of a speci- 
fied sum of money is dependent upon the acts 
of the fiduciary in its investment, the state of 
the money market and many other conditions 
which are unascertainable from the testamen- 
tary instrument itself. The same applies to.a 
gift of “support and maintenance.” This calls 
for the payment of an ascertainable sum, the 
exact amount of which will depend on another 
set of extraneous circumstances, including the 
manner of living of the donee, the cost of such 
varied elements as food, lodging, clothing, etc. 

As has many times been indicated, the pur- 
pose in the mind of the testator in the making 
of a gift is wholly immaterial so long as such 
purpose does not modify the terms of the gift 
itself, and the latter remains absolute and un- 
qualified. 

A gift of “support and maintenance,” if ab- 
solute, is therefore merely a gift of a sum of 
money, the amount of which is ascertainable 
by a calculation of the component effect of 
extraneous circumstances and contributing 
factors, and differs neither in nature or kind 
from an ordinary gift of income, the sole di- 
versity arising from the difference of the fac- 
tors which unite in determining the particular 
number of dollars which the donee thereof is 
entitled to receive. 

It follows, therefore, that when an absolute 
gift is made of the sum which is compounded 
from the elements going into the computation 
of “support and maintenance,” it assumes the 
nature of any other absolute gift and is not 
subject to defeat by any extraneous condition. 
No one would have the temerity to assert that 
because a legatee of a gold watch already pos- 
sessed such an article, or because a life ten- 
ant who was given the income of a $10,000 
trust had income of his own, that the testa- 
mentary gift to the legatee would be defeated 
for this reason. The same considerations apply 
to an absolute gift of “support and mainte- 
nance,” and the fact that the intended recipient 
may be able to supply his needs in this regard 
from other sources is wholly immaterial in any 
evaluation of his rights to the testamentary 
gift of the sum which would ordinarily be re- 
quired for this purpose. 

Applying these principles to the case at bar 
the testamentary direction made an absolute 
gift of all income to the wife. It also directed 
an invasion of principal to the extent neces- 
sary to maintain the wife “should the income 
prove insufficient” for that purpose, not, as in 
Matter of Hogeboom and similar cases, if she 
needed it. Here is, therefore, an absolute gift 
of maintenance to the wife which is charged 
on the entire estate. She is entitled to receive 
it irrespective of her outside resources in like 
manner to the supposed donee of the watch 
who already possessed one. 


NEW YORK EMERGENCY BANK 
ACT UNCONSTITUTIONAL—NEW 
LEGISLATION NOW EXPECTED 


Emergency bank acts passed by the vari- 
ous states following the bank moratorium 
declared by the President in March, 1933, 
have usually. been declared constitutional by 


the courts of the state. But the Appellate 
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Division of the Supreme Court of New York 
has just decided that the New Lork law is 
unconstitutional. This law delegated to the 
State Banking Department the right to sus- 
pend the operation of the banking laws until 
the emergency is declared terminated by the 
Legislature. 

Suit was brought by Moses and Berney, 
trustees of the Estate of Adriance, against 
the Guaranteed Mortgage Company to re- 
cover $72,500 on a guaranteed mortgage. Lia- 
bility of the company was absolute, the eigh- 
teen months period of grace provided for in 
the guarantee, having expired. The company 
set up as a defense the regulations issued 
by the State Banking Department under the 
authority of the law which continued the 
bank holiday and under which a group of 
mortgage investment companies had been 
placed under the control of the Superinten- 
dent of Banks. 

The Court, while not doubting that the 
Legislature had power to enact laws to con- 
trol the situation, declared the law uncon- 
stitutional, first, because the Legislature had 
delegated its legislative authority to others, 
and second, because the period for the ter- 
mination of the emergency law was too in- 
definite. 

As the matter now stands there is great 
confusion as to the effect of the decision 
upon the workings of the complicated ma- 
chinery which has been set up and is working 
to protect the rights of investors and at the 
same time save the oppressed mortgage com- 
panies. Since the Legislature is in session, 
it is likely that the law will be promptly 
amended to meet the constitutional objec- 
tions set forth by the Court. 


U. S. SUPREME COURT UPHOLDS 
SOUTH CAROLINA EMERGENCY 
LAW ON CONTROL OVER BANKS 


Shortly after the President had declared 
the banking holiday on March 4, 1933, the 
Governor of South Carolina issued a procla- 
mation temporarily closing the banks of the 
state. On March 9th the General Assembly 
passed a law suspending legislation relating 
to banks for eighteen months and giving the 
Governor full power over state banks. 

In the case of Gibbes vs. Zimmerman, the 
law passed by the State of South Carolina 
which gave the Governor absolute control 
over banks was attacked as invalid in so far 
as it prevented depositors from prosecuting 
suits and praying for a receiver to protect 
the rights of depositors and stockholders. 


COMPANIES 


The Supreme Court of the United States, 
in upholding the constitutionality of the 
South Carolina law, has again indicated its 
broad vision toward legislation designed to 
assist the country out of the slough of de- 
spond into which it has drifted as a result 
of unprecedented world wide economic dis- 
aster. 

TRUST FUNDS A PREFERRED 
CLAIM AGAINST INSOLVENT 
TRUSTEE, FLORIDA DECISION 


The case of Smith vs. Reddish, recently de- 
cided by the Supreme Court of Florida, is 
authority for the rule that trust funds are 
a preferred claim against an insolvent trus- 
tee and that as between trustee and bene- 
ficiary of the trust the statute of limitations 
has no application, and no length of time will 
bar the claim prior to repudiation or ad- 
verse possession by the trustee and knowl- 
edge thereof by the beneficiary. In this. case 
an insolvent trustee had mingled the trust 
funds with other funds and had transferred 
them to the savings account of the bank. 


ESTATE TAXES IN NEW YORK 
WHEN PROPERTY WAS JOINTLY 
HELD BY HUSBAND AND WIFE 


A recent decision by the Surrogate’s Court 
of New York County reviews the decisions on 
the question of estate taxes on property 
owned by husband and wife in common or by 
the entirety and states clearly the law as 
applied at the present time under the re- 
cent Decedents Estates Law. It harmon- 
izes the New York law with the Federal law 
governing the taxation of estates and is of 
importance to lawyers and trustees. 

There has been considerable confusion in 
determining the basis of the estate tax where 
a husband and wife owned property jointly. 
Does the survivor pay a tax on one-half the 
value of the property or on the entire value? 
When was the property acquired and what 
was the date of the creation of the estate? 

Apparently these questions are no longer 
of any consequence, for in its decision in the 
Estate of Dwyer, the court says: 

“The date of the creation of the estate is 
no longer material. The change of the ex- 
isting taxing statute, either in form from 4 
transfer tax to an estate tax, or by any sub- 
stantial change in the rate of tax is imma- 
terial. The Court of Appeals has adopted 
the rule of the United States Supreme Court 
that the death of one of the parties is the 
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The enlarged facilities, as provided in the new home 
of The Fifth Third Union Trust Co., are 
available in all fiduciary matters. 

WM. A. STARK, Vice-President and Trust Officer 


tke FIFTH THIRD [JNION TRUST co 


CINCINNATI, OHIO 
MEMBER FEDERAL RESERVE SYSTEM 





‘generating source’ (Matter of Tyler vs. U.S. 
supra) of the succession to the entire prop- 
erty and the whole fund or property must 
be included in the gross estate of the dece- 
dent. 


“The only exception to the general rule as 
to the ttaxability of joint interests is stated 
in subdivision five that there shall be except- 
ed such part of the value of the joint prop- 
erty ‘as is proportionate to the consideration 
furnished’ by the survivor.” 


BERLIN CREDITOR MEETING 


Goodhue heads U. S. delegation—Dulles 
to represent American houses of issue 


John Foster Dulles of the law firm of Sul- 
livan & Cromwell, New York City, will repre- 
sent the American houses of issue that spon- 
sored German bonds now in default, at the 
February 5 meeting, to be held in Berlin, of 
all foreign short-term creditors of Germany 
under the standstill agreement. This agree- 
ment which affects the short-term external 
banking creditors will expire February 28. 
It is stated that the bond houses as unofficial 
representatives of bondholders have had no 
agreement with the German authorities; 
they have simply endeavored to obtain the 
best terms possible. 

Mr. Dulles attended the meeting of foreigu 
bond creditors of Germany on December 5, 
1933, and received the ultimatum of Dr. 
Hjalmar Schacht, president of the Reichs- 
bank, that in the next six months the bond- 
holders would receive only 30 per cent in 
eash and 70 per cent in scrip on the matur- 
ing coupons. This compared with 50 per cent 
in cash and 50 per cent in scrip for the last 
six months of 1933, although actually noth- 
ing has been paid, as the Federal Trade Com- 
mission has not yet approved issuance of the 


scrip. Under the Securities Act of 1933 the 
scrip is classed as a new security. 

As between the American short-term credi- 
tors and the American holders of German 
bonds, the latter have by far the bigger stake. 
The latest available figures show that Amer- 
ican banks have 1,440,000,000 reichsmarks, 
equal, at par, to $343,000,000, tied up under 
the standstill agreement, whereas approxi- 
mately $1,000,000,000, par amount of German 
dollar bonds are now in default. 

F. Abbot Goodhue, president of the Bank 
of the Manhattan Company, New York City, 
as chairman of the American committee of 
standstill creditors, will head the United 
States delegation to Berlin. The American 
group, together with representatives of short- 
term creditors of Germany from other coun- 
tries, plan to hold a meeting in London a 
week before the Berlin conference. 

The State Department in Washington 
asked the German Government to expiain the 
defaults decreed on all state, municipal and 
corporation bonds, through foreign exchange 
control, when the wholesale repatriation of 
German dollar bonds was permitted. Prior 
to this time, Ralph T. Crane of Brown Broth- 
ers, Harriman & Company, chairman of the 
Committee of American houses of issue, sent 
a cable to Dr. Schacht protesting against the 
arbitrary reduction in cash payments of bond 
interest. 

As an example of the growing impatience 
by American holders of German bonds, an 
owner of a debenture of the North German 
Lloyd obtained on January 5 a writ of at- 
tachment on the steamship Europa on the 
ground that the obligations are in default. 
The proceeding, planned as a test case, was 
halted when the attorneys for both sides 
agreed to a postponement. 


A donation of $150,000 recently was made 
to the American Museum of Natural History 
for the purchase of an “artificial heaven.” 
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NEW YORK OFFICE: 
26 Broad Street 
New York, N. Y. 


MAIN OFFICE: 
177 Montague Street 
Brooklyn, N. Y. 


Summary of Statement 
at the Close of Business, December 30, 1933 


RESOURCES 


Cash on Hand and Due from Federal Reserve Bank 
$22,083 ,312.83 


and Other Banks 


U. S. Government Bonds... 


Municipal Bonds 
Other 
Bankers’ Acceptances 


Demand Loans Secured by Collateral 


Time Loans and Bills Purchased 
Loans on Bonds and Mortgages 


Bank Buildings 


Customers’ Liability on Acceptances 


Other Resources 


Capital 
Surplus 


Reserves 
Deposits 


Dividend Payable January 2, 1934 


shee ak he es haben wk Kish eewe san ewacas 


WALTER ST. J. BENEDICT 
Benedict and Benedict 
HARRY M. DeMOTT 
Vice-president, 
Greater New York Savings Bank 
JACKSON A. DYKMAN 
Cullen and Dykman 
WILLIAM N. DYKMAN 
Cullen and Dykman 
WILLIAM H. ENGLISH 
New York City 
JOHN W. FRASER 
President, Roosevelt Savings Bank 
JOHN GEMMELL, Jr. 
Clyde Estate 
JOHN V. JEWELL 
President, Williamburgh Savgs. Bk. 


TRUSTEES 
JAMES H. JOURDAN 
President, Brooklyn Union Gas Co. 
HOWARD W. MAXWELL 
New York City 
EDWIN P. MAYNARD 
Chairman of Board 
JOSEPH MICHAELS 
President, J. Michaels, Inc. 
GEORGE V. McLAUGHLIN 
President 
JOSEPH J. O’BRIEN 
President, O’Brien Bros., Inc. 
CLIFFORD E. PAIGE 
Vice-president, 
Brooklyn Union Gas Company 
ROBERT L. PIERREPONT 
Director, Home Life Insurance Co. 


8,194,335.96 
4,200,366.33 
gis aw coe dates aie 20,479,687.26 
1,831,248.82 
29,686,481.18 


— $86,475,432.38 
18,314,118.31 
2,164,398.67 
6,512,609.36 
2,031,671.16 
1,707,613.43 


$117,205,843.31 


$ 8,200,000.00 
4,000,000.00 
1,309,273.80 
8,425,568.04 
93,098,487.42 
82,000.00 
2,090,514.05 


$117,205,843.31 


HAROLD I. PRATT 
Charles Pratt & Company 


RICHARDSON PRATT 
Vice-president, 
Standard Oil Company of New Jersey 


THOMAS H. ROULSTON 
President, Thomas Roulston, Inc. 


ADRIAN VAN SINDEREN 
W. A. & A.M White 


J. H. WALBRIDGE 
New York City 


ALEXANDER M. WHITE, Jr. 
New York City 


WILLIS D. WOOD 
Wood, Low & Company 
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SETTLING ONE PHASE OF TAXATION 


JONATHAN M. STEERE 
Vice-president, Girard Trust Company, Philadelphia 


[ss Supreme Court of the United 
States has recently rendered a de- 
cision in an income tax matter which 
will be of far reaching interest to fiduciaries 
and to surviving spouses. 

In the well known Circuit Court case of 
Warner vs. Walsh, 15 Fed. (2nd) 367 in 1926 
and two other Circuit Court decisions ren- 
dered in similar cases in 1928 it was decided, 
where the widow elected to accept income 
under the terms of her husband’s will, in- 
stead of claiming her statutory rights, which 
would have entitled her to a share of the 
principal of the estate, that such income was 
free of tax until it equaled the amount which 
would have been received had the statutory 
right been exercised and she had taken prin- 
cipal outright. 

It was theorized that the widow, by ac- 
cepting the income which the will provided, 
rather than a fraction of the corpus of the 
estate, was in effect purchasing an annuity, 
and annuities are not taxable. It was an in- 
genious theory, but one which it has been 
very difficult for some of us to understand. 

Appeal from these decisions, curiously, was 
never taken to the Supreme Court, with the 
result that a large field of income went en- 
tirely free of tax, to the entire satisfaction 
of many widows and widowers. 

The day came, however, when the Depart- 
ment of Internal Revenue decided that while 
the widow who received all the income under 
the will of her husband was excused from 
paying any tax under the Warner vs. Walsh 
decision, the trustee who collected the income 
and paid it over to her should pay a tax 
thereon. 

Thus arose the case of Helvering, Com- 
missioner of Internal Revenue, vs. Julia But- 
terworth et al, Trustees under the Will of 
William B. Butterworth, Deceased, No. 75 
Supreme Court, October Term 1933, decided 
December 11, 1933, wherein Girard Trust 
Company was a trustee.* Here, indeed, was 
a dilemma. Mrs. Butterworth had not ex- 
hausted her so called annuity, and was tax 
exempt. Her trustees were directed by the 


Commissioner to pay the tax before they 
paid her any income. They were not directed 
specifically to pay the tax out of income, but 
surely it could not come out of principal, for 
the remainderman would hardly be expected 
to acquiesce. Thus the Commissioner at- 
tempted to collect, via. the trustees, a tax on 
the widow’s income which the Warner vs. 
Walsh decision had held was not collectible 
directly from her. 

The Board of Tax Appeals sustained the 
Commissioner, and appeal was taken to the 
Third Circuit Court of Appeals, which held 
that the Board of Tax Appeals was wrong 
in its direction to the trustees, and in an in- 
teresting opinion by Judge Woolley he took 
occasion to say “The practical effect of the 
Board’s decision, if it stands, is to impose 
an unexpected tax burden upon the trust or 
upon other beneficiaries and, oddly enough, 
upon the widow herself.” 

The Government took the case to the Su- 
preme Court, which upheld the Circuit Court. 
Justice McReynolds, who wrote the opinion, 
held that the trustee was entitled to credit 
for income paid to the beneficiary, because 
the statute says so, and then says that he 
cannot accept the theory laid down in War- 
ner vs. Walsh and the kindred cases, be- 
cause “when she makes her election the 
widow decides to accept the benefits of the 
will with the accompanying rights and lia- 
bilities. In no proper sense does she pur- 
chase an annuity. For reasons satisfactory 
to herself, she expresses a desire to occupy 
the position of a beneficiary, and we think 
she should be so treated.” It was the evi- 
dent intention, he avers, in some way to tax 
all the income of trust estates, and the 
widow cannot escape because she accepts 
what a will gives her. 

While this decision, therefore, primarily 
related to the duty of the fiduciary, and di- 
rected it to pay the income to the beneficiary 
without deducting any tax, it went much 
further and in effect reversed Warner: vs. 


*This case was mentioned briefly in Trust Companies , 
December, 1933, page 644. 
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Walsh and the other cases, and thus settled 
an interesting phase of taxation. 

While it will not be welcomed by a sub- 
stantial group of people residing in States 
which permit “taking against the will,” there 
is satisfaction in having the controvesy set- 
tled, and in a way which seems to many who 
have given careful thought to it only logical 
and just. 

Incidentally, the Government will reap a 
substantial harvest of taxes from a field 


which has for several years been barren. 
. 


ASTOR DECISION REVERSED 


Circuit Court rules that Government may 
retain taxes paid under protest 


Inheritance taxes and interest of more 
than $17,000,000 on the estate of the first 
Viscount Astor, including a payment of 
$10,810,857.98 made under protest by the 
Farmers Loan and Trust Company, New 
York. as trustee, may be retained by the 
Federal Government, according to a unani- 
mous decision rendered January 8 by the 
United States Circuit Court of Appeals. 

The money was paid to the government in 
1922, as transfer and inheritance tax on two 
trust funds which Lord Astor established on 
August 15, 1919, two months before his 
death on October 18, 1919. In the subse- 
quent trial brought by the trustee to recover 
the amount for the heirs, Judge Francis G. 
Caffey ruled that the money must be re- 
turned, since it had not been established 
that Lord Astor had established the trusts 
“in anticipation of death.” 

The deeds of trust made by Lord Astor in 
August, 1919, disposed of $46,000,000 in Amer- 
ican real estate and provided that an in- 
come of $150,000 from each trust should be 
paid to him during his life. Thereafter, the 
income of one trust was to be paid to Wal- 
dorf Astor, the present viscount, and the 
income of the other was to go to Major John 
Jacob Astor. 

The opinion of the United States Circuit 
Court of Appeals was written by Judge Mar- 
tin T. Manton, he set forth in his opinion 
“that in 1916 Lord Astor had made gifts, 
amounting to $24,000,000, to his children, in 
addition to valuable English property. On 
May 25 of the same year he had created a 
personal trust amounting to $23,000,000, also 
for their benefit. In January, 1917, he made 
a will which provided for the disposition of 
more than $47,000,000 in American property, 
which was mostly real estate in New York 
City. Of this amount, $46,000,000 later was 
conveyed to the trust estates held by the 
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Farmers Loan and Trust Company as trus- 
tees.” 
The opinion notes “that on March 1, 1919, 


‘Lord Astor contracted a severe cold in 


France, and in May he returned to England. 
According to a physician, Judge Manton 
writes, he was “quite a wreck.” From Lord 
Astor’s previous correspondence, Judge Man- 
ton shows that he was much possessed by 
death, and was extremely worried over high 
taxes, of which he had a great fear. 

“It is very clear to us,” the opinion reads, 
“that Astor did not have a donative interest 
or intent in making these settlements. There 
is no basis upon which the trial court could 
choose income taxes or capital levy as domi- 
nant and disregard the estate taxes, which, 
equally and substantially, were considered 
by and motivated the settler or his advisers.” 


TAX ADVISERS MUST SIGN 


The Treasury has issued regulations under 
which the lawyer, accountant, or other pro- 
fessional adviser who has prepared or as- 
sisted in the preparation of an income tax 
return for an individual or corporation will 
be required to sign it, along with the tax- 
payer himself. 

The taxpayer will also be asked to state 
whether or not he has consulted a profes- 
sional adviser in connection with the prepa- 
ration of his return and if so, to name him. 
These regulations will be made effective as 
to all income tax returns hereafter filed. 


RULING ON R. F. C. DEBENTURES 


J. F. T. O’Connor, Comptroller of the Cur- 
rency, has ruled that, in his opinion, Recon- 
struction Finance Corporation debentures, 
which are now being sold to banks, are obli- 
gations of the United States within the in- 
tent of the Investment ‘Securities Section of 
the National Banking Act, and not subject 
to the limitation thereunder as to the amount 
which may be purchased by a national bank. 


COUPONS ON FOREIGN BONDS 


The New York Stock Exchange has sent 
a letter to foreign issuers of listed dollar 
‘ponds, which are payable in dollars or in 
foreign currencies at the option of the holder 
at fixed specified rates of exchange, asking 
them to notify it of any modification or quali- 
fication in the payment of coupons on such 
issues. 

Of the 1,568 bond issues listed on the 
Stock Exchange on January 1, 156 were of 
foreign companies. 
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COUPON PAYMENT POLICIES 


American companies outline practices 
adopted in meeting obligations abroad 
The New York Stock Exchange recently 

requested American companies having bonds 
payable in foreign currencies to notify it of 
any modification or qualification of the pay- 
ment of coupons on such issues. It asked 
also that issuers that have not yet definitely 
formulated their policies give immediate no- 
tice to the Stock Exchange if they should 
determine not to pay such coupons abroad in 
exact accordance with the terms of the obli- 
gation. 

In reply to this request, the Pacific Gas & 
Electric Company promptly notified the Ex- 
change that it would pay only in American 
dollars the coupons on American-owned gen- 
eral and refunding mortgage 5 per cent 
Series A bonds of the company. Foreign 
holders have been required to present satis- 
factory evidence of bona fide residence 
abroad before coupons will ‘be settled in for- 
eign currencies. 

The Southern Pacific Company notified the 
Exchange that if legal requirements make it 
necessary to modify the manner of paying 
coupons abroad on its San Francisco Ter- 
minal issue it will inform the Exchange 
promptly of the new policy. The company 
has not determined its policy with respect 
to the April coupon. 

It will be recalled by many that cou- 
pons due in October on the Southern Pa- 
cific Company’s San Francisco Terminal 
first mortgage 4 per cent bonds were paid to 
bondholders in any of the four currencies 
named in the indenture. A large majority of 
the American bondholders elected to be paid 
in Swiss francs or Dutch guilders, thus re- 
ceiving a premium because of the deprecia- 
tion of the American dollar. 

There is outstanding $24,833,300 of the is- 
sue, and the semi-annual interest payment 
amounts to approximately $500,000. The pre- 
mium paid by the company to American 
bond holders who demanded foreign curren- 
cies in payment of the October coupons has 
been estimated at more than $50,000. 

These coupons are payable in New York, 
London, Berlin, Hamburg, Frankfort, Am- 
sterdam and Geneva, in accordance with a 
fixed rate of exchange. 

The St. Louis Southwestern Railway Com- 
pany on the advice of its counsel has taken 
the opposite course. It paid the July and 
January coupons on its first mortgage ter- 
minal and unifying 5 per cent bonds only in 
dollars, even to bona fide residents of for- 
eign countries. It has taken the position 
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that the gold clause repeal resolution ap- 
proved by Congress on June 5 has removed 
its obligation to pay the coupons in multiple 
currencies. 

This company has notified the Stock Ex- 
change of its decision, which is applicable 
only to holders of the outstanding $8,155,- 
000 terminal and unifying 5 per cent bonds. 

The coupons due November 1 on the Beth- 
lehem Steel Corporation first mortgage and 
refunding 5 per cent bonds were paid in for- 
eign currency only to bona fide residents of 
foreign countries who elected to receive 
guilders or other foreign currencies, at a 
specified rate, in lieu of dollars. The cou- 
pons call for payment on a $1,000 dollar bond 
of $25 semi-annually or in guilders, which 
had a value of $39.36, because of the decline 
of the dollar. 

Suit was brought against this company re- 
cently by an American bondholder who 
sought to have one of the company’s bond 
issues declared in default after payment in 
Dutch guilders had been refused. Because 
of the decline of the dollar, payment in guild- 
ers would have enabled the bondholder to 
receive a premium of almost $15 on each $25 
coupon on the company’s first lien and re- 
funding mortgage 5 per cent bonds, Series A, 
due on May 1, 1942. 
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The request of the New York Stock Ex- 
change dated December 8, 1933, asking Beth- 
lehem to notify the exchange of the policy 
it would follow in regard to paying coupons 
in foreign currencies was followed up by an- 
other letter from the exchange after the 
above referred suit had been filed and after 
a letter request had been received by the 
exchange asking that Bethlehem bonds be 
stricken from the list. The reply from the 
Bethlehem Steel Corporation follows: 


“Referring to your letter of Dec. 8, 1933, 
inquiring as to the policy to be followed with 
respect to the payment of coupons on certain 
bond issues expressed to be payable in foreign 
currencies: 

“There are two such issues of bonds issued 
or assumed by our subsidiary companies: (1) 
the first lien and refunding mortgage 5 per 
cent bonds, Series A, of Bethlehem Steel Com- 
pany, due May 1, 1942, and (2) the first con- 
solidated mortgage 5 per cent bonds of Lacka- 
wanna Steel Company assumed by one of our 
subsidiaries, Bethlehem Iron and Steel Cor- 
poration, and due March 1, 1950. 

“The subject of your inquiry is an impor- 
tant one, not only to us but to many other 
interests in this country, and on that account 
we have been giving a great deal of consider- 
ation to it, which has caused our delay in 
writing you. 

“The first thing we wish to have clearly 
understood is that Bethlehem intends fully to 
perform its obligations with respect to all its 
bonds. No one should get the contrary idea 
from the fact that we have not paid in foreign 
currencies coupons detached from bonds owned 
by residents of this country. The general 
question presented is, What are Bethlehem’s 
obligations in respect of them? If, as we 
hereinafter indicate to be the case, Bethlehem 
is not legally bound to pay in foreign curren- 
cies any of the coupons from bonds owned in 
this country, then, of course, its officers can- 
not properly authorize the payment thereof in 
such currencies. 

“The apparent purpose of providing for pay- 
ment of the interest on and the principal of 
such bonds in foreign countries was to facili- 
tate their sale and distribution in such coun- 
tries by enabling residents of such coun- 
tries who might purchase any of such bonds 
to collect such interest and principal at the 
respective maturity dates in such countries 
and in the currencies of such countries in 
specified amounts. In accordance with such 
purpose, we made or will make provision 
whereby owners of such bonds residing in 
foreign countries, upon presentation and sur- 
render of the coupons appurtenant thereto 
for the purpose, have received or may receive 
payment thereof in such countries and in the 
currencies of such countries in the amount 
specified in such coupons for such countries. 

“As regards the payment of the interest on 
such bonds owned by those residing in the 
United States, we call your attention to Pub- 
lic Resolution No. 10 of the Seventy-third 
Congress, approved June 5, 1933, which among 
other things in substance declares that every 
provision in any obligation payable in money 
of the United States which purports to give 
the obligee a right to require payment in gold 
or a particular kind of coin or currency of 
the United States or in an amount of money 
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of the United States measured thereby is 
against public policy and provides that every 
such obligation (whether or not it contains 
any such provision) shall be discharged upon 
payment, dollar for dollar, in any coin or cur- 
rency which at the time of payment is legal 
tender for public and private debts. 
“Assuming this resolution to be applicable 
to the above mentioned bonds, we must regard 
it as binding upon, and the public policy there- 
by declared applicable to, all residents of the 
United States, including this company. 
“Accordingly, we have paid and shall con- 
tinue to pay, in accordance with their terms, 
matured coupons from the above-mentioned 
bonds, owned by residents of the United States 
in lawful money of the United States upon 
presentation and surrender of such coupons 
at the office of Bethlehem, 25 Broadway, New 
York City; but the above-mentioned resolution 
continuing in effect, we shall deem it our duty 
to decline to make payment in foreign coun- 
tries of such coupons to residents of the Unit- 
ed States in gold or in any foreign currency, 
unless and until it has been finally determined 
that we are justified in making such payment.” 


FAIR PLAY FOR UTILITIES 


New organization will champion "neglected 
cause of ten million investors" 


“The neglected cause of ten million public 
utility investors” will be taken up by a 
nationwide association, according to an an- 
nouncement made by Chester D. Tripp, presi- 
dent of the American Federation of Utility 
Investors, Inc., a non-profit corporation re- 
cently formed for the purpose. 

The Federation intends to take definite ac- 
tion to prevent the destruction of public util- 
ity values. It does not matter, Mr. Tripp 
declares, if the destructive forces be set in 
motion by an act of government—federa!, 
state or municipal—or by unscrupulous finan- 
ciers and managers who have brought some - 
of the units of the utility industry into dis- 
repute. Every force that endangers the fair 
value of public utility securities will be vig- 
orously opposed. 

As a nucleus for the nationwide organiza- 
tion, the Federation has formed an advisory 
committee which already numbers seventy- 
one members, to represent all sections of the 
country and practically all lines of business 
activity and professions except the utility in- 
dustry and investment banking. Headquar- 
ters of the new organization wil! be in Chi- 
cago. 

The average price of listed utility stocks 
has dropped more than 19 per cent during 
the past year of general recovery, Mr. Tripp 
pointed out, while the average prices of listed 
railroad and industrial company stocks 
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gained more than 60 per cent. The prices of 
all other classes of utility securities have 
similarly reflected the effect of adverse 
forces. 


The members of the organizing and man- 
agement group of the Federation are them- 
selves either large holders of utility securi- 
ties, or are responsible for the management 
of them in a fiduciary capacity. 


The Federation differentiates itself from 
other similar organizations by the fact that 
it is appealing to the great mass of small 
utility investors for its support rather than 
to a few wealthy indivduals. 


The officers of the Federation are: Chester 
D. Tripp, consulting engineer, Chicago, presi- 
dent; Benjamin F. Castle, vice-president of 
Administration and Research Corporation, 
investment trust sponsors, New York, and 
Willard N. Boyden, vice-president of Conti- 
nental Casualty Company, Chicago, vice- 
presidents. Clayton J. Howel, founder and 
retired president of the Orange Crush Co., 
and chairman of the finance committee of the 
Northern Baptist Theological Seminary, is 
executive secretary. J. DeForest Richards, 
president of the National Boulevard Bank, 
Chicago, is treasurer. 

The Federation declares that no officer or 
director of this group is engaged in utility 
operation or management, that it has no af- 
filiation with utility managements, and that 
it has no alliances, political or otherwise, 
that might hinder its freedom: of action in 
carrying out its aims. 


NEW ISSUES IN U. S. SMALL 


Total estimated for 1933 was 66 per cent 
less than for 1932 


New public financing in the United States 
in 1933, bonds, notes and stocks, excluding 
domestic and Canadian municipals, aggre- 
gated only $207,788,000, according to a com- 
pilation announced recently by Otto P. 
Schwarzschild, editor of American Under- 
writing Houses and Their Issues. 

The Chase National Bank led investment 
houses in 1933 in heading syndicates that 
offered $68,500,000 new securities. The First 
of Boston Corporation ranked second with 
$29,000,000 and J. P. Morgan & Co., thiri 
with $12,000,000. 

From the standpoint of total business par- 
ticipated in either as syndicate head or par- 


Rochester’s oldest trust company, 
located at the heart of the financial 
district, offers complete banking, 
trust and safe deposit service. 


Capital and Surplus... .$ 4,000,000 
Resources . -$43,000,000 


ROCHESTER Trust 


and S afé post 
COMPANY 


Main Street West and Exchange 
ROCHESTER, NEW YORK 


ticipant, the City Company of New York, 
Inc., accounted for the largest volume with 
$106,500,000. The Bankers Trust Company 
and Stone & Webster and Blodget were next, 
each with $97,250,000. 

Classification of the new corporate finan- 
cing done publicly in 1933, with comparisons 
with 1932, follows: 


(000 omitted) 


: Total 
Stocks 1933 
$280 


$280 
70,640 


Bonds and 

Notes 

Aviation 
Breweries, 
eries, etc 
Finan.-Inv. Trusts, 


Distill- 


Printing and Pub- 

lishing 
Public Utilities ... 45,340 
Railroads 12, 
Real Estate 
Miscellaneous 

Ind. and Mfg... . 
Canada-Corp 
Canada-Gov 


$117,515 $90,273 $207,788 $621,969 


In computing the foregoing figures bond, 
note and preferred stock offerings are taken 
at parity, and common stocks on the basis 
of the offering prices. 
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PROGRESS IN AUDIT MOVE 


American Institute of Accountants working 
with N. Y. Stock Exchange for uniformity 


For the past several months an active co- 
operative effort has been made by a special 
committee of the American Institute of Ac- 
countants and the New York Stock Ex- 
change in an endeavor to develop an ade- 
quate uniform certificate of audit. 

The governing committee of the New York 
Stock Exchange in a bulletin issued October 
24, 1933, requested that answers to the fol- 
lowing three specific questions be included by 
accountants in their reports of audits: 

“Whether in their” (i. e., the auditors’) 
“opinion the form of the balance-sheet and 
of the income, or profit and loss, account is 
such as fairly to present the financial posi- 
tion and the results of operation. 

“‘Whether the accounts are in their opinion 
fairly determined on the basis of consistent 
application of the system of accounting regu- 
larly employed by the company. 

“Whether such system in their opinion con- 
forms to accepted accounting practices, and 
particularly with any of the principles set 
forth in the statement attached hereto.” 

Accounting principles propounded by the 
exchange and approved by the special com- 
mittee of the institute are: 

“1. Unrealized profit should not be cred- 
ited to income account. 

“2. Capital surplus should not be used to 
relieve income account of future charges 
which would ordinarily be charged to income. 

“3. Earned surplus of newly acquired sub- 
Sidiaries is not a part of consolidated sur- 
plus. 

“4. Own stock held may be shown as an 
asset, but dividends from it may not be in- 
come credits. 

“5. Receivables from officers, employees, or 
directors must be shown separately in the 
balance sheet.” 

The special committee explained to the 
Stock Exchange that where auditors do not 
make a detailed audit of the position of a 
company, a check up of the internal system 
of receipts and disbursements is now made. 
This explanation followed the exchange’s 
comment that corporation employees can 
safely be permitted to handle the internal 
transactions, but that the results should be 
checked to avoid possible defalcations. 

Commenting on the classifications of in- 
come statements and reports of subsidiary 
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companies, the special committee wrote to 
the New York Stock Exchange: 

“We agree with your committee in the view 
that auditors cannot properly disclaim all re- 
sponsibility for the correctness of the classi- 
fication of an income or profit-and-loss ac- 
count merely because they are not in a posi- 
tion to assume full responsibility therefor. 
Your suggestion that auditors should accept 
the burden of seeing that the income received 
and the expenditures made are properly 
classified in so far as the facts are known 
to them or are ascertainable by reasonable 
inquiry’ seems to us a reasonable one and 
we believe it is calculated to afford investors 
in the great majority of cases the protection 
which your committee desires. Our only fur- 
ther comment on this portion of the commu- 
nication is, that where the facts are clearly 
disclosed on the face of the statement it may 
not be necessary for the accountants to em- 
body a qualification in their report. 

“We agree that the problem of reflecting 
the operations of subsidiary and controlled 
companies is one of real difficulty. Experi- 
ence here and abroad confirms the view that 
there is no single satisfactory solution. We 
believe, however, that if corporate manage- 
ments and accounting officers approach the 
question with an honest desire to make the 
statements as fair and informative as pos- 
sible, a. solution appropriate to each indi- 
vidual case will always be found, and we 
propose to ask the institute to bring the point 
to the attention of all its members and urge 
their fullest cooperation to this end.” 

The sample form of the new style report 
suggested by the committee and transmitted 
to the Stock Exchange follows: 

“We have made an examination of the 
balance sheet of the X. Y. Z. company as at 
—— and of the statement of income and 
surplus for the year ——. In connection 
therewith we eexamined or tested accounting 
records of the company and other support- 
ing evidence and made a general review of 
the accounting methods and of the operation 
and income accounts for the year, but we did 
not make a detailed audit of the transactions. 

“In our opinion, based upon such exam- 
ination furnished to us, the accompanying 
balance sheet and related statement of in- 
come and surplus fairly represent, in accord- 
ance with accepted principles of accounting 
consistently followed by the company, its po- 
sition at —— and the results of its opera- 
tion for the year.” 

This form of report had appended to it 
the following notes: 
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“1. It is contemplated that before signing 
a report, the accountant should have at least 
made an examination of the character out- 
lined in the Federal Reserve bulletin, ‘verifi- 
cation of financial statements.’ 

“2. The report should be addressed to the 
directors of the company or to the stock- 
holders if the appointment is made by them. 

“3. The statement of what has been exam- 
ined would, of course, conform to the titles 
of the accounts or statements reported upon. 

“4. Any special forms of confirmation 
could be mentioned; e. g., ‘including con- 
firmation of cash and securities by inspection 
or certificates from depositaries.’ 

“5. The clause, ‘based upon such examina- 
tion and upon explanations furnished to us,’ 
could be omitted if desired. 

“6. It is contemplated that the form of re- 
port would be modified when and as neces- 
sary to embody any qualifications, reserva- 
tions, or supplementary explanations.” 

The New York Stock Exchange has now 
asked the Comptrollers’ Institute of America 
to render their opinion on the form. 


N. Y. BANKERS TO CONFER 


Code question will be discussed at mid- 
winter meeting of State Association 


The sixth annual mid-winter meeting of 
the New York State Bankers Association 
will be held at the Federal Reserve Bank 
of New York on Monday, February 5th, it 
is announced. The meeting will bring to- 
gether representatives of more than 800 
banks throughout the State for the con- 
sideration of important banking problems. 

An important part of the afternoon busi- 
ness session will be devoted to a discussion 
of the fair trade practice regulations re- 
quired by the Bankers N. R. A. Code of Fair 
Competition. This subject is uppermost in 
the thought of bankers at this time in view 
of the hearing to be held by General John- 
son on these regulations in Washington on 
February 15th. 

Other subjects to be discussed will be 
legislation affecting banks proposed both at 
Albany and Washington. Committees of the 
association which have been engaged in 
studying both State and Federal legislative 
proposals will report to the meeting the po- 
sition they have taken on the various meas- 
ures. 

The bankers will be guests of the officers 
and directors of the Federal Reserve Bank 
of New York at a luncheon to be given in 
the Reserve Dining Room at noon. 
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The meeting will be held in the Reserve 
Bank auditorium at 2 P. M. and will be 
followed by a banquet at the Hotel Roose- 
velt in the evening. 


U. S. INVESTMENTS ABROAD 


Decline of $1,250,000,000 from peak shown 
by latest estimate 


America’s foreign investments, represented 
by securities outstanding in the American 
market at the beginning of 1934, is estimated 
at $16,715,427,500 by Max Winkler of Bern- 
ard, Winkler & Company, head of the Ameri- 
ean Council of Foreign Bondholders, Inc. 

This estimate allows for refunding opera- 
tions in respect of foreign loans already out- 
standing in the American market, for the 
retirement of bonds through the employment 
of sinking funds, for the repurchase of ex- 
isting commitments by foreign debtors and 
for the repatriation of issues by foreign debt- 
ors directly or indirectly or through inter- 
mediaries the estimate excludes so-called po- 
litical commitments. 

The total represents a decline of about 
$1,250,000,000 from the peak established 
about two years. 

The geographical distribution of America’s 
foreign investments follows (000,000 omit 


ted) : Jan.1 Jan.1 Jan.1 
1934 1982 1914 
$5,765 $350 

4,601 750 

3,079 100 

3,015 1,200 

1012 175 

496 50 


$16,715 $17,968 $2,625 


Europe 

Canada 

South America 
*Central America 
Australia 
Miscellaneous 


*Includes Mexico, Cuba and West Indies. 


These figures represent the amount esti- 
mated actually to have been invested in for- 
eign securities. 

Taking quotations prevailing at or near 
the close of 1933 for the purpose of arriving 
at the present value of outstanding foreign 
securities owned in America, then adding to 
that total the estimated value of America’s 
so-called direct investments, i.e., American- 
owned plants and properties located in for- 
eign countries, the total of United States 
principal invested abroad has an estimated 
current value of between $8,000,000,000 and 
$9,000,000,000. 
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MANUFACTURERS 
TRUST COMPANY 


Condensed Statement of Condition as at 
close of business December 30th, 1933 


RESOURCES 
Cash and Due from Banks 


U. S. Government Securities 

State and Municipal Bonds 

Other Investments 

Loans and Bills Purchased 

Mortgages 

Banking Houses and Other Real Estate 
Equities 

Customers’ Liability for Acceptances. . . 

Acceptances of Other Banks Endorsed 

Accrued Interest and Other Resources. . 


LIABILITIES 


Surplus and Undivided Profits 

Capital Notes 

Reserves 

Dividend (Payable January 2, 1934) 

Outstanding Acceptances 

Liability for Acceptances of Other Banks 
Sold with Our Endorsement 

Deposits 


$ 77,158,461.23 
118,760,651.64 
29,706,092 02 
44,526,009.14 
158,062,886.03 
25,730,421.69 


20,562,921.68 
23,269,048.25 
6,548,808.33 
2,827,743.52 
$507,153,043.53 


$ 32,935,000.00 
10,297,483.19 
25,000,000.00 
25,691,281.10 
411,687.50 
24,449,990.41 


6,548,808.33 
381,818,793.00 


$507,153,043.53 


HARVEY D. GIBSON, President 
Head Office: 55 Broad Street, New York City 


Member New York Clearing House Association - Member Federal Reserve System 











COSTS OF TAX COLLECTION 


Commissioner of Internal Revenue gives 
figures for 1933 fiscal year 


It cost the Government $1.85 to collect 
each $100 of revenue during the 1933 fiscal 
year. This fact was disclosed January 8 in 
the annual report of Guy T. Helvering, Com- 
missioner of Internal Revenue to the Secre- 
tary of the Treasury. The total cost to col- 
lect the revenues for the year was $30,031,- 
722. 

Individual and corporation income taxes 
produced a total of $746,791,404, a decrease 
of $309,965,293 or 29 per cent the report 
states. 

Receipts of income taxes for the 1933 fiscal 


year were: Income Tax 
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Philippine Islands 


coer eee wee eens 
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I Sinn & Pain meets ee 584,679.04 
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COMMOTION a io Swe Sh ddcchce 14,567,548.06 
a EE ey eae 11,511,455.42 
District of Columbia ...... 6,272,880.96 
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MN 6 0s bs So die oceans 18,949,460.25 
pg! a 35,169,560.06 
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DN ian ddr eee cs 10,027,765.27 
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ea 266,654.24 
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COMMUNITY TRUST GROWS 


Methods adopted for handling thirty-five 
philanthropic funds win praise 


Distribution of charitable funds reaching 
the record total of $198,918.13 is disclosed 
in a report for 1933, issued by The New 
York Community Trust. The Trust, now em- 
bracing thirty-five philanthropic funds, dis- 
tributed $197,140 in 1932 and upwards of 
$1.000,000 in the past six years. 

Various banks and trust companies in New 
York, Brooklyn, and Westchester County 
are custodians of the resources constituting 
the Trust, whose central distribution com- 
mittee supervises all outpayments. 

The Community Trust procedure of ar- 
ranging for the uniform but decentralized 
administration of numerous’ charitable 
funds; of leaving fiscal administration to 
trustees selected by the founders of the 
funds, while having all appropriations super- 
vised by a central distribution committee, 
chosen principally from public sources of 
appointment; and of providing that the dis- 
tribution committee shall carry out any pur- 
pose designated by a founder while having 
authority from the latter to make appro- 
priate revisions if originally designated pur- 
poses should hereafter become obsolete, 
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caused Dr. Irving Fisher of Yale to term 
the Trust “potentially the most significant 
innovation in our society.” In the view of 
Colonel Leonard P. Ayers of the Cleveland 
Trust Company, it is “the chief contribution 
of our generation to the art of wise giving.” 

Winthrop Aldrich, chairman of the Trus- 
tees’ Committee states, in a foreword to the 
report, that the Trust, “has justified in gen- 
erous measure, the hopes of those farseeing 
men who sponsored its establishment.” 
Thomas Williams, chairman of the distribu- 
tion committee, writes that it “has set itself 
the realistic task of giving practical and con- 
tinuing expression to philanthropic impulse 
and intention.” 

The largest units in the Trust are a fund 
of $2,500,000 established by the Laura Spel- 
man Rockefeller Memorial; two funds of 
$500,000 each, created by Mr. and Mrs. Felix 
M. Warburg; a trust of several hundred 
thousand dollars lately set up by the will of 
W. B. Kunhardt, and trusts aggregation 
$150,000 memorializing the late Mrs. V. Ev- 
erit Macy. 

The funds comprising the Trust are given 
an aggregate valuation of $7,703,600 com- 
pared with $7,320,811 at the close of 1932. 
About one-fourth of last year’s disburse- 
ments were made outside New York and up- 
wards of half of that amount went outside 
the United States. 


A. I. B. TRUST FUNCTION COURSES 


Sixteen chapters of the American Insti- 
tute of Banking are conducting trust func- 
tions courses with a total enrollment of 454 


students. Four individuals are enrolled in 
the trust functions correspondence course, 
according to the January issue of the Bulle- 
tin of the Institute. 

The chapters conducting trust functions 
courses together with their number of stu- 
dents are: 

Chicago, Ill., 31; El Paso, Tex., 14; Fort 
Worth, Tex., 18; Los Angeles, Cal. 34; 
Macon, Ga., 20; New York, N. Y., 58; Oak- 
land, Cal., 17; Philadelphia, Pa., 60; Read- 
ing, Pa., 28; Richmond, Va., 20; St. Louis, 
Mo., 19; St. Paul, Minn., 27; San Diego, Cal., 
29; Topeka, Kan., 27; Trenton, N. J., 11; 
Utica, N. Y., 29. 


EXECUTORS OF R. B. MELLON WILL 


The Union Trust Company of Pittsburgh, 
Pa., Mrs. R. B. Mellon, Mrs. Alan M. Scaife 
and R. K. Mellon were appointed executors 
of the will of R. B. Mellon. 
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WILL OF WHEATON B. KUNHARDT 


The major part of the estate of the late 
Wheaton B. Kunhardt, former chairman of 
the Carpenter Steel Company, manufacturing 
tool, alloy and stainless steel in Reading, 
Pa., will eventually constitute a charitable 
trust fund in the New York Community 
Trust, according to the provisions of his wil}, 
as admitted to probate. Mr. Kunhardt’s 
death occurred on November 23. The valua- 
tion of the estate has not been precisely de- 
termined but is believed to be substantially 
in excess of $500,000. 

Apart from outright bequests of $11,000 
the whole of the estate is divided into thirty- 
five parts for the life use of numerous rela- 
tives, to several of whom is given a contin- 
gent power to dispose of a fraction of the 
principal of their shares by will. Otherwise, 
at the completion of the life estates described 
in the will, the trust funds are directed into 
the Community Trust to be applied to chari- 
table, educational and philanthropic pur- 
poses. 

The Guaranty Trust Company of New York 
is named as trustee of all trusts created 
either for life beneficiaries or for the Com- 
munity Trust. 


ACCOUNTING IN RUSSELL ESTATE 


The Orphans Court in Mercer County 
(Trenton) N. J. recently approved an ac- 
counting in the estate of Archibald D. Rus- 
sell, assets of $8,000,000 were shown. 

Fees of $34,900 were allowed by the court 
to each of the three executors of the estate. 
John D. Peabody and Lewis Spencer Morris, 
both lawyers of New York, and the City 
Bank Farmers Trust Company, New York. 

The fees to each executor included $10,000 
as part payment of commissions on the cor- 
pus of the estate, making a total to date of 
$40,187 for each executor. In addition, $24,- 
900 was assigned to each executor as com- 
missions for handling the income of the es- 
tate, totaling $1,660,014 for the three-year 
period of the accounting. 


APPRAISAL OF C. P, YOUNG ESTATE 


Mrs. Emma L. Young, widow of the late 
Cornelius P. Young, vice-president of the 
County Trust Company, White’ Plains, N. Y., 
left a gross estate of $881,891, according to 
a transfer tax appraisal recently filed. 

The executors of the will are Alice S. 
Purdy, Arthur Strang and the County Trust 
Company of White Plains. 





TRUST COMPANIES 


BANKRUPT’S INSURANCE POLICIES 


In a recent ruling under the new Federal 
bankruptcy law, Walter F. Torrance, referee 
in bankruptcy, Hartford, Conn., held that 
life insurance policies containing expressed 
permission for the insured to change his 
beneficiary may hereafter be omitted from 
the assets of a bankrupt. 


It was customary prior to July 1, 1933, to 
exempt from assets of a bankrupt those poli- 
cies wherein a wife was named beneficiary. 
The practice, regarding other policies which 
contained the right to change the beneficiary, 
has been to cash them for their cash surren- 
der value and apply the proceeds to the es- 
tate of the bankrupt. 


Under the Torrance ruling only a part of 
the surrender value may be applied for the 
benefit of creditors in payment for claims 
proven to have been incurred prior to July 1, 
1933. 


A total of 20,195 contracts for new life 
insurance and annuities for approximately 
$80,000,000 were completed during 1933 by 
the Edward A. Woods Company, Pittsburgh, 
Pa. $4,789,640 was the amount of cash re- 
ceived from policyholders on these new con- 
tracts. In making the announcement Wil- 
liam M. Duff, president of the company said: 
“The amount of insurance we sold was slight- 
ly lower than in 1932, but we attach more 
importance to the increase shown in number 
of contracts issued. We are gratified with 
the year’s record and believe confidently that 
1934 will be considerably better.” 


PROCEEDINGS OF THE TWENTY-SEVENTH AN- 
NUAL CONVENTION OF THE ASSOCIATION 
OF LIFE INSURANCE PRESIDENTS. Held at 
New York, N. Y. December 7 and 8, 1933. 
Published by the association, 165 Broad- 
way, New York, N. Y. 259 pages. 


Lists the officers of the association and 
companies represented therein. Then follows 
172 pages containing the addresses and re- 
marks made during the two day sessions. A 
roster of members and guests as shown by 
the registration list is given and 18 pages are 
devoted to the listing of the publications of 
the association which are available for dis- 
tribution. This publication carries a cumula- 
tive index to the proceedings of the associa- 
tion covering a period of 27 years, 1907-1933, 
inclusive. 


Life’s too short 
for worry 


T: YING to 
work out a financial plan by 
yourself takes a lot of time, 
effort and worry — with no 
assurance of success. 


You can eliminate all this 
and get more out of life if 
you put life insurance to 
work to solve your financial 
problems. It is the safe, 
sure way to financial inde- 
pendence. 


Lire INSURANCE COMPANY 


OF BosTON, MASSACHUSETTS 





BanKInNG AND THE NEw DeEaAL—A discus- 
sion of the New Deal Philosophy, Par- 
ticularly in its Relation to Banking. 
American Institute of Banking, 22 East 
40th Street, New York. 240 pp. $1.50. 

The whole Rooseveltian philosophy is in- 

corporated in the words “new deal.” Most 
of the recent developments which have so 
affected our business world are to be found 
in the Administration’s concept of this New 
Deal. What is the President trying to do? 
Will he be successful? Have his measures 
up to the present time been above criticism? 
These are questions of especial interest at 
the moment. Realizing this, the American 
Institute of Banking has prepared a pub- 
lication entitled “Banking and the New 
Deal,” which contains much material on 
the subject. Included in the material is a 
discussion of the New Deal philosophy and 
of the philosophical aspects of the different 
acts passed by Congress since the new Ad- 
ministration came into power. Of particu- 
lar importance is the chapter which dis- 
cusses the operation of the gold standard 
and how changes in the internal level of 
prices of a country are affected by modifica- 
tions of the operation of the standard. 
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PRINCIPLES OF MONEY AND CREDIT. By Roy 
L. Garis, Associate Professor of Econom- 
ics, Vanderbilt University. Published by 
The Macmillan Company, New York, 520 
pages; $2.25. 

“An article which may be used as a uni- 
versal passport to everything except heaven, 
and as a universal provider of everything ex- 
cept happiness” is one of the definitions of 
money given by the author in the opening 
paragraphs of his exposition and analysis of 
monetary and credit problems. To illustrate 
the universality and importance of money in 
history quotations are given from Paul of 
Tarsus, Cicero, Ovid, Horace, Shakespeare 
and others. The first chapter gives a thorough 
and interesting discussion of the nature and 
functions of money. The following chapters 
of Part 1, which deals exclusively with the 
subject of money, traces the evolution of 
money from its origin to the autumn of 1933, 
gives an excellent treatise on the precious 
metal gold, explains the production and use 
of metallic money, outlines the history of 
the battle of the money standards, explains 
bank currency, gives the history of American 
currency, national bank notes, Federal Re- 
serve notes and makes a detailed presenta- 
tion of monetary reform methods. An excel- 
lent chart illustrating by the diagram method 
the relation of the Federal Government and 
the economic system as developed under re- 
cent legislation, is included. 

Part II of this book deals with the theory 
of credit expansion; public credit; credit in- 
struments; foreign exchange; legal aspects 
of credit; and the control of credit. 

Mr. Garis ably presents in an authoritative 
manner both subjects of money and credit. 
Following each chapter the reader finds ex- 
haustive references which illustrate the pain- 
staking care of the author to assure the 
greatest possible reference value to his up 
to the moment work on monetary and bank- 
ing problems. The book contains a well pre- 
pared subject index. 


AN OUTLINE OF THE PRINCIPLES OF ECONOM- 
Ics. By Clifford L. James, Associate Pro- 
fessor of Economics, Ohio State Univer- 
sity. One f the “College Outline Series.” 
Published by Barnes & Noble, Inc. New 
York, N. Y. 1934, 263 pages; paper cover ; 
75e. 

The author states, “This outline of eco- 
nomics is designed to furnish students of ele- 
mentary economics with a brief, systematic 
account of fundamental principles and prob- 
lems. Since the student is assumed to have 
a general background in the social sciences, 
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the detailed descriptions and explanations 
found in textbooks on economics are omit- 
ted. All the essentials of economics, however, 
are briefly treated. 

“In part the treatment is comparative. The 
definitions and analyses of widely used text- 
books are not in complete agreement. Many 
of these differences are indicated for the stu- 
dent in order to enable him to follow closely 
a given text or teacher and at the same time 
to make him aware of other points of view. 
Some of the material included in the Outline 
is not to be found in all general texts, e.g., 
parts of chapters I and XX dealing respec- 
tively with the writings of economists and 
international trade theory, and scattered ref- 
erences to the ‘New Deal’ legislation.” 

This book in addition to its subject mat- 
ter contains a tabulated bibliography of 
standard textbook on economics. Following 
each chapter the reader will find a selected 
list of references to both general texts and 
also special books and articles. 


THE FEDERAL Girt Tax. By Kingman Brew- 
ster, of the Massachusetts Bar; James 
S. Y. Ivins, of the New York Bar; Percy 
W. Phillips, of the New York Bar (ali 
three authors are members of the Dis- 
trict of Columbia Bar). Published by 
Clark Boardman Company, Ltd. New 
York, N. Y. 1933, 145 pages; $3.00. 

“In 1932 new need for revenues resulted 
in the passage by Congress of an ‘additional’ 
estate tax, in which the states did not share, 
supplementing that levied under the Revenue 
Act of 1926. To prevent avoidance of this 
additional estate tax and to provide further 
revenue, the gift tax of 19382 was enacted 
without debate by Congress. 

“By limiting exemptions and imposing 
rates graduated on cumulative totals of gifts 
over, all years, instead of treating each year 
alone, it was sought to impose a tax on gifts 
somewhat commensurate with those on trans- 
fers ‘by death. While the rates are not high 
enough to destroy the incentive to divide es- 
tate inter vivos, they are sufficiently high to 
raise substantial revenue.” 

In the belief that the gift tax will increase 
in importance and interest, the authors have 
sought in this book to cover the questions 
most likely to arise under the existing law. 
They discuss the gift tax in its relation to 
income and estate taxes, when transfers are 
subject to the tax, what exemptions are pos- 
sible, how to compute the tax and when re- 
turns and records are to be made. The work 
is a treatise on the law, its effect and ad- 
ministration including necessary forms an4d* 
regulations. 





TRUST COMPANIES 


b 


mericas 


INDUSTRIAL 
CENTER... 


PERSONAL TRUST ADMINISTRATION. By Cuth- 
bert Lee, former trust supervisor Guar- 
anty Trust Company of New York. Pub- 
lished by The Bankers Publishing Com- 
pany, 1934, 311 pages; $5.00. 

“This ‘book devotes its entire twelve chap- 
ters to an exceptionally thorough discussion 
of personal, living, private or voluntary 
trusts. The need for such a manual of the 
administration of trusts * * * arises from 
the fact that the subject is relatively new, 
and the laws and practices governing it are 
always changing, so that questions come up 
today which never bothered the trustee as 
little as ten or even two years ago,” writes 
the author in his opening chapter. 

In the second chapter the trust agreement 
is carefully explained. Rules are laid down 
designed to arrange to protect the trustee 
prior to the acceptance of the trust and to 
minimize the chances for later dissatisfac- 
tion on the part of the creator of the trust. 
An example form of a trust agreement or 
declaration of trust is given. 

The subject of successor or substituted 
trustee, which has been of grave concern to 
numbers of trust departments and the bene- 
ficiaries of many living trusts during the 
past ten months, is frankly discussed. 

Next follows a chapter dealing with the 


When 


individuals move from 


corporations and 


your city to the Newark 
territory, give them a 
letter of introduction to 
New Jersey’s largest bank. 


FIDELITY UNION 
TRUST COMPANY 


« Member Federal Reserve System ¢ 
NEWARK, NEW JERSEY 


acceptance and setting up of the records re- 
quired for the proper administration of the 
trust. The trustees’ bookkeeping records are 
then explained in principle without the use 
of specimen forms. 

Investments, income, additions and with- 
drawals, current administration, accounting, 
insurance trusts, and settlements and other 
trusts are each treated in separate chapters. 

This book is written in a clean cut definite 
style, easy to read and understand, handles 
a highly technical subject in an entirely 
practical manner. It should be eagerly read 
and studied by all students of the subject 
and carefully reviewed and considered by all 
operating trust men. 

Book’ Epitor’s Note: The Book Depart- 
ment of Trust COMPANIES Magazine will be 
glad to send ‘Personal Trust Administration” 
to any of its readers, subject to five days’ 
inspection. 


A. B. A. EXECUTIVE MEETING 


The spring meeting of the executive coun- 
cil of the American Bankers Association will 
be held at the New Arlington Hotel in Hot 
Springs, Ark., April 16-18, according to an 
announcement by F. M. Law, president of 
the association. 
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THE THEORY AND (PRACTICE OF MODERN TAXxA- 
TION. By William Raymond Green, Judge 
of the United States Court of Claims. 
Published by Commerce Clearing House, 
Inc., Chicago; 266 pages; $2.75. 

“Those who desire to take an impartial 
view of the matter have found that it is not 
easy to ascertain the correct economic prin- 
ciples which should control and guide the 
statesman and the citizen alike. There is 
no lack of works upon taxation, but they 
consist largely of two classes: those of econ- 
omists which discuss at great length the 
theories and principles of taxation, and those 
which state the nature and kind of taxes 
levied * * *” reads a part of the preface to 
this contribution by Judge Green to the im- 
portant subject of taxation. 


The author was a member of the Ways 
and Means Committee of the United States 
House of Representatives for a period of 
fifteen years acting as its chairman for one- 
third of that time. As a member of the 
Court of Claims he is one of the adjudica- 
tors of many tax problems. He discusses 
taxation in general; the trend of modern 
taxation; principles of taxation; typical 
taxes in relation to the incidence of taxa- 
tion; income and profits taxes in general; 
various phases of income taxes; customs du- 
ties; sales taxes; and estate and inheritance 
taxes in the United States. A number of 
chapters present death duties in foreign 
countries and compare them with other coun- 
tries. 


#1. 000,000,000 
DEFICIT 


From The Boston Transcript 
Now TO ABBREVIATE THAT! 
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Judge Green’s method of presentation is 
extremely interesting. The book is devoid 
of the reprinting of the revenue acts and in 
the opinion of this reviewer this feature will 
be appreciated by many persons who are in- 
terested in a discussion of taxation mat- 
ters but have ample facilities for referring 
to the actual wording of the law. 


ForeIGN Bonps; AN Autopsy. By Max Wink- 
ler, associated Professor of Economics, 
College of the City of New York. Pub- 
lished by Roland Swain Company, Phila- 
delphia, 295 pages; $3.50. 

Dr. Thomas H. Healy, assistant dean, 
School of Foreign Service, Georgetown Uni- 
versity in his foreword to this book, says in 
part: 

“An adequate study of the causes, effects 
and remedies of defaults on governmental 
obligations, which are rapidly approaching 
the staggering total of twenty-five billion dol- 
lars (exclusive generally of inter-govern- 
mental war debts), is no mean task. Nor 
is it of small importance not merely to the 
world, but more especially to the citizens 
of the United States, who in the wild scram- 
ble to gain the supposedly substantial profits 
of foreign investments now find themselves 
‘holding the bag’ filled with uncollectible 
promises to repay many billions of dollars. 


“The huge sums in default have affected 
and will continue to affect vitally the do- 
mestic and international affairs of many 
nations, and above all those of the United 
States. Among items involved are interna- 
tional trade, tariffs, investments, foreign ex- 
change, the merchant marine, the recogni- 
tion of governments, inflation, the domestic 
financial situation, and even the seeds of 
war and revolution.” The author in the first 
two chapters of this book discusses “The 
United States, Bankers of the World” and 
“Default and Repudiation.” The following 
chapters are an historical review of the fre- 
quency of default on government issues, de- 
tailed consideration of the causes of default; 
relation of the experience of Great Britain, 
France and the United States as creditor 
nations, and protective measures that have 
been adopted by some of the creditor na- 
tions. 

In the summary 24 pages are devoted to 
a table of “Government, State and City 
Bonds in Default (Direct and Contingent).” 
This table gives the original amount of the 
bonds as $23,951,066,050. Amount outstand- 
ing $22,334,313,540. Interest in default as 
of December 31, 1933, $12,418,466,990. 
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BANKS USING STATEMENTS MORE EFFECTIVELY 


Reports Received Since January 1 Show Continued Trend 
Toward Amplification 


TUDY of bank and trust company re- 

ports received since January 1 reveals 

an apparently accelerating trend toward 
more effective use of statements issued to 
shareholders and made available to the press. 
Annual reports reflect a growing tendency to 
present a greater number of pertinent facts 
not merely about general economic conditions 
but especially about the detailed workings of 
financial institutions. Pamphlet reports of 
condition also indicate that greater consider- 
ation is being given to various means of at- 
tracting attention to departments. 


A frank ‘bid for business is embodied in 
many of the pamphlets. The State Street 
Trust Company of Boston, for instance, says: 

“While we are, of course, constantly look- 
ing for new business of the right kind, it is 
never our intention to disturb satisfactory 
relations elsewhere. If, however, any in- 
crease in banking connections is contem- 
plated, we would like very much to be kept 
in mind. We feel that we render a type 
of service which would appeal to you and 
this service is available at any of our three 
offices.” 

The First National Bank of Kansas City, 
Mo., in addition to inviting the accounts of 
“banks, corporations, firms and individuals,” 
displays prominently in red, “Every officer 
and director of this bank has named it execu- 
tor or trustee.” 

The Maryland Trust Company of Balti- 
more carries in large type across the top of 
the page, “Authorized by law to act as Ex- 
ecutor, Administrator, Trustee, Guardian 
and in every other fiduciary capacity for 
both individuals and Corporations.” 

Among those devoting a full page to Lst- 
ing departmental services are Wachovia 
Bank & Trust Company of North Carolina, 
the Union Trust Company of Indianapolis, 
and Houston Land & Trust Company, Hous- 
ton, Tex. The one last named uses this 
wording in reference to the trust depart- 
ment: 

“Acts as Executor, Administrator, Trustee 
for individuals and under mortgages or deeds 
of trust, guardian of estates of minors and 
incompetents; holds securities under escrow 
agreements. Acts as Transfer Agent and 
Registrar of stocks and bonds; as Custodian 


of securities, collecting and remitting in- 
come as directed.” 

The Union Trust Company’s wording is: 
“Acts as Executor, Administrator, Guardian, 
Trustee, Transfer Agent, Registrar and hold- 
er of escrows.” 

Wachovia Bank and Trust Company says: 
“Trust Department renders an all-inclusive 
service, both personal and corporate.” 

The Bank of California, N. A., San Fran- 
cisco, mentions, following the statement 
of assets and liabilities: “This Bank acts as 
Trustee, Executor, Administrator, Guardian 
of Estates, Assignee, Receiver, Transfer 
Agent and Registrar of Stocks and Bonds 
and in every other fiduciary capacity for in- 
dividuals, firms and corporations permitted 
to banks and trust companies by federal 
and state laws.” 

The Federal Trust Company of Newark, 
N. J., in addition to inviting “the accounts of 
banks, bankers, corporations, firms and indi- 
viduals,” merely lists the several depart 
ments; while others, including the City Na- 
tional Bank and Trust Company of Chicago, 
the Second National Bank of Houston, Texas, 
and the Fidelity Trust Company of Balti- 
more, content themselves with relatively 
prominent type displays in listing the per- 
sonnel of the Trust Department or the Trust 
Committee. 

The advantages of a detailed break-up of 
personnel lists are well illustrated by the 
December 31 statement of the Guaranty 
Trust Company of New York, and by the 
pamphlet report of the Union Trust Com- 
pany of Pittsburgh. That similar methods 
can be employed advantageously by smaller 
institutions is shown by the pamphlet of the 
National Bank of New Jersey, New Bruns- 
wick, N. J. 


Discussion of Trust Activities 


Discussion of departmental activities was 
embodied in several annual reports received. 
Winthrop W. Aldrich, in his report to share- 
holders of the Chase National Bank of New 
York City, said: 

“The administration of personal trusts 
during the past year has been particularly 
difficult. The general uncertainties of the se- 
curity market caused in the early part of 
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the year by limited industrial earnings and 
from the mid-year on by the fear of inflation 
of all security values have made the task 
of the investment of trust funds a matter 
of unusual responsibility and difficulty. 

“Investment practice has also been much 
complicated by the difficulties encountered by 
the mortgage guarantee companies and the 
real estate mortgage market in general. The 
trust department has taken advantage of the 
enabling statutes passed this year by the 
New York State Legislature, permitting a 
trustee to take over mortgages from the vari- 
ous mortgage guarantee companies. Proper 
care for the mortgages taken over has in- 
volved increased work for the trust depart- 
ment but important savings have been ef- 
fected for the beneficiaries by reason of the 
elimination of the service fee formerly paid 
to the guarantee companies. 

“There has been little new business in 
corporate trusts because new financing 
through corporate mortgages and other in- 
dentures of trust has been largely lacking. 
The appropriate section of the trust depart- 
ment, however, has been closely occupied in 
dealing with the defaults and the difficulties 
arising in connection with the payment of 
coupons on foreign issues.” 

In his annual report to stockholders, James 
H. Perkins, president of the City Bank Farm- 
ers Trust Company and the, National City 
Bank made the following comments on the 
trust operations of the trust company: 

“The City Bank Farmers Trust Company 
has done a smaller business than last year. 
The corporate trust department, which nor- 
mally is the best earning part of the institu- 
tion, has had very little new business in the 
way of corporate mortgages because cor- 
porate financing has been almost at a stand- 
still. The amount of new transfer and regis- 
trar business has also declined. The new per- 
sonal trust business, although somewhat less 
than last year, has, all things considered, 
been gratifying. In spite of the handicap 
of the times, the trust company ends the year 
with an earned profit of $1,011,238.30.” 

Commenting on the additional precautions 
necessary to protect trust funds in times of 
unsettlement, S. Sloan Colt, president of the 
Bankers Trust Company of New York, said: 

“The complete unsettlement of values, both 
in the security markets and in the real es- 
tate field, has called for extraordinary ef- 
forts to protect the interests of the benefi- 
ciaries for whom it is our duty to act. To 
meet this responsibility, we have added 
largely to the personnel of our mortgage and 
real estate departments and our trust invest- 
ment department. The results have justified 
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the added: expense involve and are in keep- 
ing with the long record of service which 
the fiduciary departments of Bankers Trust 
Company have established. Notwithstanding 
the additional expense involved and the re- 
duced income, the operations of the fiduciary 
departments as a whole are still on a profit- 
able basis and we believe the good will cre- 
ated in these trying years will prove of 
benefit to the company and to its stockhold- 
ers when more normal times return.” 

Percy H. Johnston, president of the Chem- 
ical Bank and Trust Company of New York 
City, after listing the members of the direc- 
tors’ trust committee, had this to say in the 
report to shareholders issued January 17: 

“This committee has performed a splendid 
service during the year. We have no greatet 
responsibility than that of administering the 
affairs of our trusts. The committee meets 
each week during the year for the purpose of 
reviewing the affairs of the trusts and con- 
ferring with the officers who administer 
them. We are indeed fortunate in having 
such practical business men available for 
the guidance and direction of the affairs of 
our Trust Department.” 

A different treatment designed to accom- 
plish similar results is illustrated ‘by a sen- 
tence from J. H. Puelicher’s annual report 
to stockholders of the Marshall & Ilsley Bank 
of Milwaukee, “The Trust Department has 
grown during the past year and we appre- 
ciate that this growth has been made pos- 
sible largely through increasing public con- 
fidence in the fiduciary idea.” 

Oliver G. Lucas, president of the National 
Bank of Commerce in New Orleans, after 
mentioning that considerable new trust busi- 
ness had been added to the substantial 
amount taken over from the Canal Bank & 
Trust Company, in liquidation, said: “All 
investments made for trust accounts are 
highly conservative. They are approved in 
advance by a committee of three directors of 
the bank, and ratified by the entire Board.” 

R. S. Hecht, chairman of the Hibernia Na- 
tional Bank in New Orleans, said: 

“Our Trust Department, under the guid- 
ance of the Trust Estates Committee (a spe- 
cial committee of directors) and the man- 
agement of experienced officers, has shown 
fine development and has obtained consid- 
erable ‘business productive of both present 
and future results. There is a growing ap- 
preciation among our customers of the un- 
usual safeguards which the national bank 
act has thrown around funds entrusted to 
the care of trust departments in national 
banks whereby trust funds must be at all 
times secured 100 per cent by high-grade 
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In Western Washington 


—you are assured of cordial cooperation in the conductfof any agency 
matter, as evidenced by the sound and steady growth of this institution 
during more than forty-five years of comprehensive banking service. 
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readily marketable bonds; also, more and 
more people recognize the value and impor- 
tance of appointing the trust department for 
all kinds of personal and corporate trusts 
so as to assure the best possible protection 
for family and property. This department 
bids fair to become an important factor in 
the growth of the bank as well as a substan- 
tial contributor towards its net earnings.” 

Supplementing Mr. Hecht’s statement, A. P. 
Imahorn, president, reported that the trust 
department administered : 


382 Corporate Trust Accounts... .$18,157,000 
56 Individual Trust Accounts... 2,663,829 

120 Custodianships 11,347,526 
6 Special. Corporate Accounts.. 1,099,947 
3 Escrow Accounts 

20 Depositary Accounts 


Harry G. Meem, president of the Washing- 
ton Loan and Trust Company, Washington, 
D. C., said: 

“The operations of the Trust Department 
for the year 1933 have been quite satisfac- 
tory and the profits compare favorably with 
preceding years. The increase in the desir- 
able class of cases is likewise gratifying. 

“Such a report is reassuring, in view of 
the disturbing occurrences of the year, with 
its interruption to normal banking condi- 
tions; the financia) difficulties of several 
prominent municipalities delaying interest 
payments on their bonded indebtedness and 
of many corporations reducing and discon- 
tinuing dividends on their shares of stock, 
as well as the adverse real estate situation. 
These and other unsettling factors necessar- 
ily affected the administration of estates, in- 
tensifying the care and effort needed to safe 
guard assets as much as practical and to 
obtain as much income as possible. * * * 
If we may judge by its past performances, 
the future of the Department is assured.” 

Lewis G. Harriman, president of the Manu- 
facturers and Traders Trust Company, Buf- 
falo, N. Y., said: 


“The Trust Department continues to grow 
and, during the year 1933, rendered greater 
service to our clients and greater net profits 
to the bank than during the year preceding. 
For some years we have laid particular 
stress on the functions of the Trust Depart- 
ment in our appeal for additional business 
and in our advertising, as a proper way to 
bring the bank as a whole to the favorable 
attention of our present customers and the 
general public.” 


Public Relations 

The importance of public relations and a 
practical consideration of the manifold fac- 
tors involved are clearly stated in the re- 
port presented on January 9 at the first an- 
nual meeting of the National Bank of De- 
troit. 

“Due to the distress that the bank clos- 
ings had brought on the people of our area, 
we realized early that an important task of 
building a new foundation of faith lay ahead 
of our public relations department, in par- 
ticular, and all our employees and officers 
generally. To accomplish this end, we have 
established under the direction of the pub- 
lic relations department, conference groups 
led by our officers and key men. Through 
regular meetings the employees are given 
facts regarding the operations of the bank, 
its policies and a clear understanding of 
many of the administrative problems that 
we have been considering during the year. 
With this background of close relationship 
with the officers of the institution, all of our 
people are acquiring a thorough knowledge 
of the methods by which our services can 
most effectively be presented to the public. 

“In addition, the public relations depart- 
ment has been constantly in touch with our 
customers, gaining first-hand information as 
to their banking needs and reflecting back 
to the other divisions of the bank any sug- 
gestions or complaints so received. In every 
instance such reports have been examined 
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and changes in operating methods made 
where necessary or advisable. “In our ad- 
vertisements, published statements and pub- 
lic utterances, we have endeavored to state 
fully the facts so that all those interested 
may receive a complete understanding of our 
situation and intentions.” 

The Marshall & Ilsley Bank report also 
points out that “we have this year been 
conducting customer-relation conferences 
with the express purpose of creating a bet- 
ter informed and better trained personnel to 
deal with customers’ problems and needs.” 

Closely linked with the idea of conferences 
and other methods of affecting public opin- 
ion through employee contacts is the ques- 
tion of wages, pensions and insurance. In 
this connection, the National Bank of Detroit 
report, after mentioning these points, says: 

“We do not permit our officers or em- 
ployees to ‘borrow from the bank. However, 
a small fund, $1,000 to date, has been set 
aside for loans to employees in emergency 
cases of sickness and distress and we have 
let it be known that every member of our 
staff will receive sympathetic treatment in 
connection with his personal problems.” 

Although the question of employment and 
wages is omitted from many reports, there is 
ample basis for believing that such omission 
does not necessarily reflect the attitude of 
the executive officers. William C. Potter, in 
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UNITED STATES TRUST COMPANY OF NEW YORK STOCK AND BOND INVESTMENTS 
AS OF THE MORNING OF JANUARY 1, 1934 






answering a question at the meeting of 
shareholders of the Guaranty Trust Com- 
pany of New York, said that a bank earning 
$24,000,000 and paying $18,000,000 in divi- 
dends should not dismiss trusted employees 
indiscriminately or cut their salaries and 
asserted that this policy would be continued 
unless the stockholders voted him out of 
office. 


Amplifying Asset Figures 


Of far greater importance from a public 
relations point of view are indications that 
a larger number of banks are giving serious 
thought to amplifying their statements of 
condition. 

The United States Trust Company of New 
York continued its practice of giving a de- 
tailed statement of stock and bond invest- 
ments, supplementing the regular condensed 
statement of condition. On account of the 
interest aroused by this list, it is printed 
herewith in detail. 

The Corn Exchange Bank Trust Company 
of New York also sent to its stockholders a 
list of its security holdings as of December 
31, 1933. This list gave detailed mention of 
thirteen issues of the United States Govern- 
ment, thirty-three state and municipal bonds 
due within five years, eleven similar issues 
due in more than five years, five other tax 
exempt bonds, forty railroad bonds, nineteen 


Book Book 

GOVERNMENT BONDS: Par Value Price Value 

United States of America Treasury Notes, due 1936-1937............. 3-34%% $5,000,000 100 $5,000,000 
STATE AND MUNICIPAL BONDS: 

I EE re er 4% 1,500,000 98 1,470,000 

Commonwealth of Massachusetts, Registered, due 1935-1944.......... 34% 1,000,000 98 980,000 

State of New Jersey, due 1943-1955.... 0.0... cece cree ccc eee 4-444% 3,000,000 95 2,850,000 

State of New ‘York, due 1956-1959 (1% State Tax Credit Allowed)..... 3% 5,000,000 98 4,900,000 

ee YE, NS SUOMI kk ec cee cc cccccceccecsvecece 4-44-% 700,000 98 686,000 

City of New York, Revenue Notes, due 1936................0e0eeeee 4% 498,900 95 473,955 
EQUIPMENT TRUSTS: 

ssues of various Railroad Companies, due 1934-1945...............4+ 4%-5% 1,500,000 80 1,200,000 
RAILROAD BONDS: 

Atlantic Coast Line Railroad Co., General Unified Mortgage, due 1964. 44% 150,000 65 97,500 

Baltimore & Ohio Railroad Co., First Mortgage, due 1948............ 5% 150,000 90 135,000 

Baltimore & Ohio Railroad Co., Southwestern Division, First Mortgage 

a ga Spacek a bie bat oh lash a-d.6-0'9 ue b'sa 5% 100,000 75 75,000 
Central Pacific Railway Co., Thirty-five Year Guaranteed Gold, due 1960 5% 275,000 60 165,000 
Louisville & Nashville Railroad Co., First and Refunding Mortgage 

ee ed a Ok aaah Gk o 6 Sas wie ma. 54% 300,000 85 255,000 
Louisville & Nashville Railroad Co., First and Refunding Mortgage 

a IE ne we wae we caw sa these mes 5% 250,000 80 200,000 
New York Central Railroad Co., Refunding and Improvement Mort- 

Mc 5 ks ac ks ue HEA SA Sa es cence we ee ne ¢ 5% 200,000 60 120,000 
Pennsylvania Company, Thirty-five Year Secured Gold, due 1963...... 434% 200,000 80 160,000 
Pennsylvania Railroad Co., Forty Year Secured Gold, due 1964....... 5% 200,000 80 160,000 
Western Pacific Railroad Co., First Mortgage Gold, Series ‘‘A,’’ due 1946 % 200,000 30 60,000 

OTHER BONDS: 
American Telephone & Telegraph Co.. Twenty Year Sinking Fund Gold 

ES ETE TR OPE NE ire SO OPE Te 54% 1,000,000 100 1,000,000 
Brooklyn-Manhattan Transit Corporation, Secured Sinking Fund Gold, 

eae hha Gi be We San pease hOeEs oe 8 6% 200,000 85 170,000 
Consolidated Gas Co. of New York, Debenture, due 1945............. 54%% 1,000,000 100 1,000,000 
Standard Oil Co. of New Jersey, Twenty Year Gold Debenture, due 1946 5% 275,000 100 275,000 

STOCK: 
Federal Reserve Bank of New York, 15,600 shares (50% Paid)........ 6% 780,000 100 780,000 


$23,478,900 $22,212,455 
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public utility bonds, thirty industrial and 
miscellaneous bonds, three foreign govern- 
ment issues and four stocks. Sundry stocks 
and bonds not included in this list had a 
market value on January 1, 1934, of $333,363. 

Lawyers County Trust Company, in their 
statement of condition as of December 30, 
1933, show a footnote as follows: 

“In April, 1933, the policy of carrying all 
securities at the current market value was 
adopted. Since that time, market quotations 
reflect an appreciation in value of $313,- 
215.74. In keeping with sound and construc. 
tive banking practice, our directors decided 
that this appreciation should be carried as a 
‘Special Reserve’ against which any subse- 
quent depreciation in market value may be 
charged.”’ 

Harris Trust and Savings Bank of Chi- 
cago carries a footnote, “Market value of 
securities on December 30, 1933, was in ex- 
cess of these figures,” and this was specific- 
ally applied to five items in the statement. 

Citizens Union National Bank of Louis- 
ville, Ky., shows in the body of the state- 
ment that the “Other U. S. Government se- 
curities’” item is “at less than market,’ and 
that “other investment securities” are car- 
ried “at market or below.” 

The National Bank of Detroit devotes sev- 
eral pages to a detailed discussion of asset 
items. One paragraph will illustrate the 
method of treatment. 

“Securities carried in this account (se- 
curities other than U. S. Governments) at 
the aforementioned book value of $6,719,- 
311.93 have a par value of $7,119,135.87. Fol- 
lowing the same principle as to amortiza- 
tion described as applying to United States 
Government securities, $15,363.33 of such 
amortizations appeared in our reserve ac- 
counts at December 31, 1933, and have been 
deducted in arriving at the above net figure. 
Based upon bid prices at December 30, 1923, 
the $5,294,906.44 net book “value of ‘Other 
securities,’ excluding bonds held under con- 
tract with the Receiver, First National Bank 
of Detroit, had a market value of $5,269,- 
087.13.” 

While it is frequently argued that details 
of that kind are neither desired nor under- 
stood by many stockholders, those who favor 
the method contend that the mere giving of 
details tends to inspire confidence. 

The report of the Chase National Bank of 
New York City enters into elaburate detail, 
mentioning specific holdings and discussing 
the status of credits extended. Charge-offs 
are treated with similar candor. 

The Fidelity Union Trust Company of 
Newark, WN. J., is one of the institutions 
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speaking frankly of bad debts and reserves 
for possible further losses. 

The First National Bank of Chicago gives 
comparative figures for the years 1932 and 
1933 not merely of earnings but also the 
percentage of “earnings on average capital 
employed,” these items being computed “be- 
fore reserves for bond depreciation and con- 
tingencies”; and the amount of such reserves 
set aside during the year is shown in the 
detailed statement of “surplus and profit and 
loss accounts.” 


Deposit Insurance 

Of the first sixty pamphlets received this 
month, only eight contained a special imprint 
showing membership in the temporary Fed- 
eral Deposit Insurance Fund and one of these 
mentioned the permanent plan adversely in 
its report. 

The Fort Wayne National Bank of Fort 
Wayne, Ind., not merely carried an imprint 
showing membership but also enclosed with 
its statement of condition a special circular 
pointing out advantages to depositors. 

The Hamilton National Bank of Chatta- 
nooga, Tenn. used the inside of its pamphlet 
for a facsimile of the certificate issued by the 
Federal Deposit Insurance Corporation. 

The Simmons National Bank of Pine Bluff, 
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Ark., had this to say: “A New and Addi- 
tional Safeguard. To the advantages—in 
strength and _ helpfulness—which have en- 
abled Simmons National to earn the wide- 
spread public confidence reflected in its 
Statement of Condition, there has been added 
insurance for deposits up to $2,500 through 
the Temporary Federal Deposit Insurance 
Fund.” 

The Wachovia Bank and Trust Company 
of North Carolina carried the statement that 
it is “a member of the Temporary Federal 
Deposit Insurance Fund and the funds of 
each depositor are insured up to $2,500 by 
the Federal Deposit Insurance Corporation.” 

Conqueror First National Bank of Joplin, 
Mo., used this line: “Deposits insured under 
U. S. Government Plan.” 

The Plainfield Trust Company, Plainfield, 
N. J., and the Marshall & Ilsley Bank of 
Milwaukee carried a simple imprint of mem- 
bership similar to the one commonly used 
showing membership in the Federal Reserve 
System, but the Marshall & Isley Bank in 
the report to stockholders pointed out objec- 
tionable features of the permanent plan. 

This subject is treated at length in the 
Chase report, not in a general way but as 
applied to the rights and interests of Chase 
stockholders. 


Percy H. Johnston in his report to the 
shareholders of the Chemical Bank and Trust 
Company, said: 

“The most serious problem confronting 
your bank is the permanent Guarantee of 
Deposits Law that becomes effective July 1, 


1934. If your institution is to remain a 
member of the Federal Reserve System it 
must subject itself to this law. Had this 
law been in effect during the past five years, 
more than one-half of this company’s capital 
funds would have been dissipated to pay the 
losses of other banks. 

“The law puts a premium on unsound 
banking and is unfair to well managed banks. 
I strongly urge each and every shareholder 
of this institution to plead with his Congress- 
men and Senators that it be modified and 
that the assessments be limited and fixed for 
each year and not remain unlimited as in the 
present law.” 

S. Sloan Colt had this to say to the stock- 
holders of the Bankers Trust Company: 

“If the permanent insurance plan is not 
modified, serious decision will be presented 
for determination before July 1, 1934 as to 
the proper course to pursue. In order that 
you may understand more fully the implica- 
tions of the permanent plan we urge again 
that you read the recent bulletin on the 
‘Guaranty of Bank Deposits’ issued by the 
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Association of Reserve City Bankers, copies 
of which were mailed to our stockholders in 
November. Additional copies of this bulletin 
will be mailed to stockholders upon request. 
“The Government has greatly strength- 
ened the banking system by rebuilding the 
eapital structure of some 4,500 institutions 
to the extent of over $800,000,000. In order 
to take full advantage of the work already 
accomplished, however, it is necessary to de- 
vote our efforts toward a more fundamental 
and permanent strengthening of the bank- 
ing structure, and it goes without saying that 
this institution stands ready to cooperate in 
all efforts to provide a ‘banking system of 
unquestioned strength and public usefulness.” 


William C. Potter told stockholders of the 
Guaranty Trust Company of New York: 

“We believe this plan to be unsound, and 
if we were free to choose we would not 
consider participating in it. Unfortunately, 
we are not entirely free, since all members 
of the Federal Reserve System must join or 
retire from the system. Loss of membership 
in the Federal Reserve System would deprive 
us of very valuable privileges and would im- 
pel the organization of a new system of clear- 
ings and collections, and would entail many 
other disadvantages of a serious character.” 

Walter S. McLucas, in addressing the 
stockholders of the National Bank of De- 
troit, said: 

“While there may be merit in the tempo- 
rary plan for the insurance of small deposi- 
tors, I must take this occasion to protest 
against the application of the permanent 
plan. It places upon all solvent and con- 
servatively managed banks an unlimited lia- 
bility for the mistakes and ill-conceived lib- 
erality of other banks, a liability which, had 
it been effective over the past decade, would 
have absorbed a substantial portion of the 
profits of every bank so participating in ev- 
ery year, and in many years would have 
trenched heavily upon their capital funds. 
I earnestly hope that the permanent plan 
may never become effective in its present 
form.” 


General Comments 


Many interesting statements were made as 
to national and international conditions. One 
which had an unusual flavor was embodied 
in J. H. Puelicher’s report to shareholders of 
the Marshall & Ilsley Bank. 

“There have been many comparisons made 
between the banking system of the United 
States and the banking systems of other 
countries,” Mr. Puelicher said, “in particu- 
lar, the banking system of Canada. These 
comparisons have usually militated against 
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the system operating in this country and 
have been favorable to the system existing 
elsewhere. 

“It is difficult to say that one banking sys- 
tem is better than another. All political and 
social institutions, all public and quasi-public 
institutions, have developed in republican 
and democratic societies because of the will 
and temperament of the people of those 
countries. If you will go back into the his- 
tory of the Canadian banking system or of 
the American banking system, or that of any 
other country, you will go back into the his- 
tory of its creators. * * * 

“The fear of concentration of power, the 
fear of loss of individual liberty have been 
strong rudders in the guiding of American 
development, and just as all our institutions, 
including our banking system, have come to 
today’s development through the ideas and 
temperament of the American people, so we 
must expect to go on from where we are 





R. F..C. ATTITUDE ON 


“While there is no disposition on the part 
of the Reconstruction Finance Corporation 
to dictate the management of banks in which 
it owns stock there will be no hesitancy about 
insisting on changes where the best interests 
of the stockholders and the depositors are 
involved. 

This was part of a statement issued at 
Washington, January 9 when it announced 
that Walter J. Cummings, chairman of the 
Federal Deposit Insurance Corporation, had 
been selected to become chairman of the 
board of the Continental Illinois Bank and 
Trust Company of Chicago. 

The statement continued : 

‘Ownership of stock in banks carries with 
it responsibility for management, and in this 
bank the Reconstruction Finance Corpora- 
tion owns $50,000,000 of the capital stock 
and the other stockholders $25,000,000. It is 
therefore incumbent upon us to use our best 
efforts in securing able management. The 
good of the bank, and not personalities, must 
have first consideration.” 

Jesse Jones, chairman of the corporation, 
indicated that voting power held by the Re- 
construction Finance Corporation in individ- 
ual banks—in only a few of which it has con- 
trol—would be exercised generally, either 
through the presence at meetings of district 
c rporation managers or by standing proxies. 

The point was stressed, however, that as 
a broad proposition the problems of individ- 
ual banks were being worked out by their 
stockholders and directors in a manner sat- 
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in an endeavor to create a better system, not 
by copying that which is existent in another 
country under entirely different economic, 
political, and social circumstances, but by 
the evolution of the will and enlightenment 
of our people.* * * 


“There is no thought that the economic 
system under which we have operated has 
been anywhere near perfect. Basically, how- 
ever, the essential features of this system 
which have enabled us to become materially 
the wealthiest nation in the history of the 
world, are untrammeled opportunity for pri- 
vate initiative, economic freedom from in- 
dividual effort and a minimum of political 
interference in private business affairs. If 
we are to maintain the present system, it 
must be a system imbued and dominated by 
greater élements of social responsibility and 
national interest than have prevailed in 
times of the past.” 
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isfactory to all interests, thus making it un- 
necessary for the corporation to do anything 
further than cooperate in the deliberations. 

This will be the case, the directors believe, 
in practically all instances, thus eliminating 
any thought of dictation by the corporation 
even in banks in which it holds control, or 
heavy voting rights which just fall short of 
actual control. 

The agreement covering the new directo- 
rate and policies of the Continental Illinois 
Bank and Trust Company were worked out 
at a series of meetings held in Washington 

tween Mr. Jones and a committee of the 
directorate of the bank. 


A. A. Sprague, a director who headed the 
bank committee which went to Washington, 
made this statement: 

“A committee of the board of directors of 
the Continental Illinois National Bank and 
Trust Company of Chicago came to Wash- 
ington and asked Walter J, Cummings to 
allow them to present his name as director 
of the bank they represent at the annual 
meeting which will shortly be held. They 
also asked him to consent to his election as 
chairman of the board of directors at the 
first meeting of the new board and become 
the bank’s chief executive officer,” 

On January 12 directors of the Continental 
Illinois National Bank and Trust Company 
unanimously elected Walter J. Cummings 
chairman of the board. It is reported that 
he will assume active management Feb. 1. — 





CHANGES IN BANKING AND TRUST FIELD 


CALIFORNIA 

Combined resources of the affiliated state 
and national banks, the Bank of America 
N. T. & S. A. and the Bank of America (Cali- 
fornia), totalled $1,005,676,000 as of Dec. 30, 
1933. Asa billion dollar institution the bank 
is the fourth largest in the United States, 
exceeded only by the Chase National Bank, 
the National City Bank and the Guaranty 
Trust Company of New York. Earnings for 
the year amounted to $9,302,000, and an in- 
erease of $76,393,000 is shown in deposits, 
which now aggregate $826,051,000. 


The Citizens National Trust & Savings 
Bank of Riverside, Calif., has received au- 
thorization to open a branch office in River- 
side and another in Arlington. Three promo- 
tions were announced. W. H. Schroeder was 
elected assistant vice-president; A. F. Yaussi, 
assistant cashier; and C. M. MacFarlane, as- 
sistant secretary. 


Judge Dudley C. Monk, Pasadena trust of- 
ficer of the Security-First National Bank of 
Los Angeles, spoke recently before a meet- 
ing of the Security-First Trust Club on the 
subject “The Individual’s Responsibility in 
Building the Character of His Organization.” 
Joseph H. Rose was elected president of the 
club. 


Don R. Cameron, trust officer of the Union 
Bank & Trust Company of Los Angeles, 
spoke recently on “Estate Planning” before 
a bank group meeting in Santa Maria. 


CONNECTICUT 


Frank A. Hagerty, former mayor of Hart- 
ford, Conn., and for many years in charge 
of the trust department of the City Bank & 
Trust Company of that city as vice-president 
and general counsel, has become associated 
with the trust department of the Hartford 
National Bank & Trust Company. 


Edmund S. Wolfe, president of the First 
National Bank & Trust Company of Bridge- 
port, Conn., was recently elected to the ad- 
ditional office of chairman of the board of 
that institution. 


Harold F. Larkin, vice-president of the 
Connecticut Mutual Life Insurance Com- 
pany, has been elected a director of the 
Phoenix State Bank & Trust Company of 
Hartford. He succeeds the late Herbert H. 
White who has joined the Connecticut Mu- 
tual after twenty-five years with the old 
Hartford Trust Company. 


The Hartford-Connecticut Trust Company, 
Hartford, has taken over the First National 
Bank of Middletown, the First National of 
Stafford Springs and the First National of 
Meriden. These banks, formerly affiliated 
with the Hartford-Connecticut, will be oper- 
ated as branch offices. 


FLORIDA 


E. P. Taliaferro, former vice-president of 
the First National Bank, Tampa, Fla., was 
elected president, succeeding R. J. Binnicker, 
who was elected chairman of the board. 
R. W. Masters, former cashier, was elected 
vice-president with V. H. Northeutt and 
H. T. Lykes. E. C. Schoen, former assistant 
cashier, was elected cashier, succeeding Mr. 
Masters. 


GEORGIA 


Robert F. Maddox, an outstanding finan- 
cial leader of national reputation, has re- 
tired as chairman of the board of the First 
National Bank of Atlanta. He will continue 
in the less arduous duties of chairman of 
the finance committee, however, and will de- 
vote more of his time to the public and com- 
munity interests which have marked a long 
and valued career. His successful record of 
unselfish financial leadership gained him rec- 
ognition as president of the Georgia Bankers 
Association, the American Bankers Associ- 
ation and the Atlanta Chamber of Commerce. 
Mr. Maddox was a former mayor of Atlanta 
and an active member of numerous public 
commissions. He is also active as a director 
of several business corporations and edu- 
cational and cultural institutions. 


The Fulton National Bank, Atlanta, has 
restored the salaries of employees to the 
same level existing before the depression. 








ILLINOIS 

Ralph O. Kauffman, of Louisville, Ky., has 
been elected president of the reorganized 
First National Bank, Mt. Vernon, Il. 


The Northern Trust Company, Chicago, 
announces the promotion of Thomas S. Es- 
trem from second vice-president to vice- 
president. John M. Meikle, auditor, was 
elected a vice-president and Sheldon A. 
Weaver became a second vice-president. 


Stockholders of the Central Republic Trust 
Company have authorized a new contract 
with the City National Bank & Trust Com- 
pany of Chicago for the handling of the com- 
pany’s trust business. It was also announced 
that bills payable had been reduced nearly 
seven million to $63,305,721. 


George J. Schaller, former president of the 
Citizens First National Bank, Storm Lake, 
Ia., became acting governor of the Federal 
Reserve Bank of Chicago on January 1. 


Reports of all national and state banks in 
Illinois show an increase in deposits of more 
than $38,000,000, during the last quarter of 
1933, and an increase of nearly $86,000,000 
since June 30. Capital readjustments re- 
quired for 366 state banks, following the 
moratorium, have resulted in the raising of 
more than $27,000,000 new capital. 


J. T. Keckeison was named assistant secre- 
tary of the First National Bank of Chicago 
following the stockholders’s meeting author- 
izing increase of capital by issuance of $25,- 
000,000. Preferred stock to the Reconstruc- 
tion Finance Corporation. 


The Aetna State Bank, Chicago, has re- 
opened with James Maltman as president. 


Harold Eckhart, secretary of the Harris 
Trust & Savings Bank, Chicago, has been 
elected vice-president and secretary. Wat- 
son H. Vanderploeg, assistant vice-president 
became vice-president, Lynn Lloyd was ap- 
pointed assistant vice-president and Norman 
N. Feltes and Randolph G. Owsley, assist- 
ant cashiers. At the stockholders meeting, 
A. W. Harris, chairman, stated that the 
realization of $1,000,000 to the bank’s sur- 
plus from liquidation of the investment affili- 
ate, the N. W. Harris Company, made it un- 
necessary to consider sale of preferred stock. 
The surplus of the bank is now seven mil- 
lions. 
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Paul S. Russell, vice-president of the Har- 
ris Trust & Savings Bank of Chicago, has 
been elected a trustee of the University of 
Chicago. 


W. R. Davis has been elected assistant 
vice-president of the Howard Avenue Trust 
& Savings Bank of Chicago. 


A. S. Bagnell has been named vice-presi- 
dent of the Live Stock National Bank, Chi- 
cago, to succeed H. I. Tiffany, who has 
joined the District National Bank, now be- 
ing organized, as vice-president. 


Capital stock of the Chicago City Bank & 
Trust Company has been reduced to $800,000. 
Frank J. Burke has been appointed assistant 
vice-president of the bank. 


The Lawndale National Bank and the 
Lawndale State Bank, Chicago, have been 
consolidated under the former title with 
capital of $600,000. 


A pay increase of approximately 5 per 
cent for employees of the First National 
Bank of Chicago has been announced. This 
restores a considerable portion of earlier pay 
cuts introduced during the depression pe- 
riod. 


The City of Chicago and Chicago Board of 
Education Refunding Plan to avert default 
on bonds maturing on Jan. 1 and Feb. 1, 
1934, has been approved by the City Comp- 
troller and will be operative Jan. 22. The 
plan climaxes effort to sell $15,000,000 City 
of Chicago refunding 5% per cent bonds, 
due 1940, to holders of the $20,200,000 of 
city and Board of Education bonds matured 
and maturing. 


As a part of the plan Chicago banks will 
purchase approximately $5,000,000 of tax an- 
ticipation warrants. 


INDIANA 


The Merchants National Bank of Indian- 
apolis, Ind., has promoted Otto N. Frenzel, 
Jr., from cashier to vice-president, and Carl 
H. Bals from assistant cashier to a vice- 
presidency. William C. Grauel succeeded Mr. 
Frenzel as cashier. 


George Hilgemeier, Jr. has been elected 
chairman of the board of the Madison Ave- 
nue State Bank of Indianapolis. 


Mark Honeywell has been elected presi- 
dent of the First National Bank of Wabash, 
Ind. 
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NEW VICE-PRESIDENT 
OF FLETCHER TRUST CO. 


WALTER S. GREENOUGH 


Walter S. Greenough was elected a vice- 
president of the Fletcher Trust Company, 
Indianapolis, Ind., at the annual meeting 
held January 10. He joined the Fletcher 


IOWA 

Herbert L. Horton has recently been elec- 
ted president of the Iowa-Des Moines Na- 
tional Bank & Trust Commpany, Des Moines, 
succeeding W. H. Brenton. He comes to his 
new office with a long record of banking ex- 
perience and has served on the executive 
council of the American Bankers Association. 
John DeJong, assistant vice-president, was 
made vice-president. 

iS. E. Coquillette has been named as presi- 
dent of the Merchants National Bank of Ce- 
dar Rapids, Ia., to succeed James Hamilton, 
who becomes president of the board of di- 
rectors. 


KENTUCKY 

Merle E. Robertson has been elected presi- 
dent of the Liberty Bank & Trust Company 
at Louisville, Ky., succeeding J. E. Huhn. 
Mr. Robertson, formerly vice-president, had 
previously had banking experience in Boston 
and New York. 





organization in 1920 as assistant to Evans 
Woollen, president. During the Liberty Loan 
campaigns he was director of publicity in 
Indiana, under appointment from the Fed- 
eral Reserve bank of the district. 


Mr. Greenough is an author of interna- 
tional repute. Outstanding among his writ- 
ings in the opinion of many trust executives, 
was his now famous article “The Dead Hand 
Harnessed” which first appeared many years 
ago in Scribner’s Magazine, and was re- 
printed in this country and abroad. This 
muchly quoted article discussed the Commu- 
nity Trust idea, which was conceived by the 
late Judge F. H. Goff, then president of the 
Cleveland Trust Company. Mr. Greenough 
had studied the community trust idea for a 
number of years and had assembled many 
outstandingly illustrative examples of mal- 
formed trusts which he skillfully wove into 
“The Dead Hand Harnessed.” This article is 
credited with having given great impetus to 
a nationwide effort to provide the mechanics 
for making gifts and leaving bequests for 
charitable purposes to an organization that 
provides for continued existence; that is 
elastic in character and adaptable to condi- 
tions which may exist in the future but 
which, in the very nature of things, cannot 
be foreseen at the time the gift or bequest is 
made. 

Recently, as chairman of the study com- 
mission for Indiana financial institutions. 
Mr. Greenough directed the work which was 
responsible for the creation of Indiana’s new 
department of financial institutions. 


The Peoples-Liberty Bank & Trust Com- 
pany and the Central Savings Bank & Trust 
Company of Covington, Ky., have consoli- 
dated under the former title with combined 
assets of $6,050,000. The Central will be 
operated as a branch. Charlie W. Moorman 
is president of the new institution, which has 
capital funds of $950,000. 


Edgar M. Parsons has been elected assist- 
ant treasurer and Hubbard R. Buckner, as- 
sistant secretary of the Louisville Trust 
Company, Louisville, Ky. Other officers were 
reelected by the board. 


Wallace M. Davis has been advanced from 
assistant vice-president to vice-president of 
the Citizens Union National Bank, Louis- 
ville, Ky. 

The Planters Bank & Trust Company, 
Hopkinsville, Ky., has become a member of 
the Federal Reserve System. 
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LOUISIANA 

Announcement is made by the National 
Bank of Commerce in New Orleans of the 
following elections: L. B. Giraud, W. J. Mit- 
chell, T. F. Regan, W. W. Sutcliffe, Jr. and 
Charles J. Theard as vice-presidents. C. F. 
Niebergall, vice-president was also appointed 
trust officer, and Dale Graham, cashier, was 
given the additional title of vice-president. 
D. Allen Johnson was named assistant trust 
officer, Albert Dazet and B. J. Legett, assist- 
ant cashiers and J. R. Olson, auditor. 


MAINE 

Stockholders of the new Casco Bank & 
Trust Company of Portland, Me., have rati- 
fied the proposal to increase the capital of 
the company from $200,000 to $400,000 
through issuance of 8,000 additional shares 
of common stock. Directors and officers were 
reelected; H. Herbert Sturgis is president of 
the bank. 

The First National Bank of Houlton, Me., 
and the Farmers’ National Bank have 
merged under the former title, with deposits 
exceeding two millions. James M. Pierce is 
president. 

Sherman N. Shumway was elected presi- 


dent of the Merrill Trust Company of Ban- 
gor, Me., at the recent meeting of the board. 
Other officers elected included: Fullerton C. 
Vose, executive vice-president; Harold B. 
Russ, vice-president; Otto H. Nelson, trust 
officer; and John P. Vose, assistant trust of- 
ficer. 


H. Nelson MacDougal has been elected 
president of the recently organized National 
Bank of Commerce, Portland, Me., which 
succeeded the Fidelity Trust Company. Mr. 
MacDougal, who resigned as vice-president 
of Bond & Goodwin, Inc., succeeds Charles S. 
Cook, now chairman of the board. 

The Guilford Trust Company of Guilford, 
Me., has been admitted to membership in the 
Federal Reserve System. 


MASSACHUSETTS 

Five additional officers have been elected 
by directors of the Boston Safe Deposit & 
Trust Company. William D. Sohier, Jr., John 
H. Eaton, Jr., formerly assistant trust offi- 
cers, and Francis W. Capper, former assist- 
ant treasurer, become trust officers. Herbert 
Schnare was appointed assistant trust offi- 
cer and Robert M. Tappan, assistant treas- 
urer. 
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CHANNING H. COX HEADS OLD COLONY TRUST 


Former Governor of Massachusetts is 
elected to succeed Philip Stockton 


Channing H. Cox was elected president of 
the Old Colony Trust Company of Boston 
at the recent meeting of directors, to suc- 
ceed Philip Stockton, who has been presi- 
dent since 1910. 

When the Old Colony Trust Company was 
merged with the First National Bank of 
Boston in December, 1929, the combined trust 
business of both institutions was centered 
in the Old Colony Trust Company. While 
Mr. Stockton continued as president of the 
Old Colony Trust Company, his time was 
principally occupied as president of the First 
National Bank of Boston. During this pe- 
riod Mr. Cox, as vice-president, gave more 
and more of his time to the work of the Old 
Colony Trust Company, becoming in fact the 
chief executive officer of that institution two 


years ago. 

Mr. Cox was born in Manchester, N. H., 
February 28, 1879. He graduated from Dart- 
mouth College in 1901 and Harvard Law 
School in 1904, and holds the honorary de- 
gree of LL.D. from Dartmouth and Tufts. 


He was speaker of the Massachusetts House 
of Representatives from 1915 to 1918, Lieu- 
tenant Governor 1919 and 1920, Governor 
from 1921 to 1925, succeeding the late Calvin 
Coolidge in that office. He joined the staff 
of the First National Bank of Boston as vice- 
president in 1925. 

Mr. Cox is a director of the United Fruit 





MASSACHUSETTS (continued) : 

Stanley A. Lawry, assistant treasurer of 
the New England Trust Company of Bos- 
ton, has become treasurer succeeding John 
W. Pillsbury. 

The National Shawmut Bank of Boston 
has appointed Rohl C. Wiggin, assistant vice- 
president, and Horace Schermerhorn, assist- 
ant cashier. 

Herbert C. Harley has been named an as- 
sistant vice-president of the National Rock- 
land Bank of Boston. 

Edward Dane was elected a vice-president 
of the Brookline Trust Company of Brook- 
line, Mass., at the annual stockholders’ meet- 
ing. 

George E. King, for twenty-two years pres- 
ident of the Appleton National Bank of 
Lowell, Mass., has been elected president of 
the City Institution for Savings in Lowell. 


, CHANNING H. Cox 
Who has been elected President of the Old Colony Trust 
Company of Boston 
Company and Boston Herald-Traveler Cor- 
poration, and a trustee of Boston Five Cents 
Savings Bank, Union Safe Deposit Vaults, 
Boston University and Wheaton College. He 
is treasurer of New England Conservatory 
of Music. 





The State Street Trust Company, Bos- 
ton, has appointed Ernest W. Lay audi- 
tor to succeed E. Whiteford Hunter who 
was promoted to assistant treasurer. Mr. 
Lay came to the trust company in 1917, 
leaving early in 1918 for war service in the 
U. S. Navy. Returning to the bank, he has 
worked through the various departments, 
thus fitting himself for the position to which 
he has been appointed. He is a past presi- 
dent of the Boston Chapter of the American 
Institute of Banking and is secretary of the 
Auditors’ and Comptrollers’ Conference of 
the City of Boston. 

The Fall River Trust Company of Fall 
River, Mass., and the Hadley Falls Trust 
Company of Holyoke, Mass., have been ad- 
mitted to membership in the Federal Reserve 
System. 








MINNESOTA 

The Minnesota Loan & Trust Company of 
Minneapolis was merged with the North- 
western National Bank on January 2 to form 
the Northwestern National Bank & Trust 
Company. The two institutions, members of 
the Northwest Bancorporation, have been 
under the same ownership since 1910, and 
have served the Minneapolis section for many 
years, the trust company being founded in 
1883 and the bank in 1872. The consolidation 
brings together institutions with combined 
total resources of over one hundred millions, 
one of the largest in the Northwest. Theodore 
Wold was elected president of the new com- 
pany to succeed E. W. Decker, whose record 
of service extended over forty-six years, 
twenty-one years of which he served as 
president. William A. Durst, for many years 
president of the trust company, was chosen 
chairman of the executive committee. The 
officers of the two institutions, it is an- 
nounced, will hold similar offices in the new 
bank and no reduction of personnel is con- 
templated at present. Full trust powers have 
been granted to the new institution, the com- 
bined capital funds of which exceed ten mil- 
lions. 

The Northern Trust Company of Duluth, 
Minn., has been consolidated with the North- 
ern National Bank, under the latter title. 
Capital of the new institution is $1,000,000 
and surplus, $200,000. 

Frank B. Kellogg, judge of the World 
Court, Secretary of State under President 
Coolidge and a past president of the Ameri- 
can Bar Association, has been elected as 
chairman of the board of the First Trust 
Company of St. Paul, Minn. He succeeds 
the late George H. Prince. Philip L. Ray was 
reelected president. 

The Midland National Bank & Trust Com- 
pany, Minneapolis, has taken over the Scan- 
dinavian American Savings Bank, in liqui- 
dation. 


MISSOURI 


With the opening of the new Manufac- 
turers Bank & Trust Company of St. Louis, 
approximately $8,000,000 in deposits of the 
Lafayette-South Side Bank & Trust Com- 
pany became available. The Manufacturers 
bank occupies the quarters of the Lafayette- 
South Side, which it succeeds. August A. 
Busch, president of Anheuser-Busch, Inc., 
was named chairman of the board and Hord 
Hardin, vice-president of the Mississippi 
Valley Trust Company, is acting president, 
until election of a permanent president re- 
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“TRUST SERVICE 
EXCLUSIVELY™ 


THE ST. LOUIS UNION TRUST 
COMPANY does not receive de- 
its. Its entire organization and 


















acilities are devoted to one specific 
object: EFFICIENT TRUST 
SERVICE. 


Because of its stability, its experi- 
enced staff of trained Trust Com- 
pany executives, and its capital and 
surplus of $10,000,000.00, the ST. 
LOUIS UNION TRUST COM- 
PANY offers an unexcelled service. 


St. Louis Union Trust Co. 
ST. LOUIS, MO. 
Oldest Trust Company in Missouri 
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lieves him to return to his duties in the Mis- 
sissippi Valley Trust. The capital funds of 
the new bank consist of $1,215,000 of pre- 
ferred stock, taken by depositors; $430,000 
of common stock and surplus of $286,667. 
Other officers include: William J. Jones and 
Earl M. Johnstone, vice-presidents; Hugh 
B. Rose, secretary and Oscar L. Kupferer, 
treasurer. 


The Mercantile-Commerce Bank & Trust 
Company of St. Louis has appointed V. A. 
Prevallet and G. N. Telle as assistant vice- 
presidents, Ed M. Monahan, Thomas R. 
Evans, Jr., and John P. Butler as assistant i 
trust officers. E. M. Durham, III, was ap- 
pointed assistant cashier. 


















F. C. Marqua, assistant vice-president of 
the Commerce Trust Company of Kansas q 
City, Mo., has been elected a vice-president. 


William D. Walsh has been elected execu- 
tive vice-president of the Easton-Taylor i 
Trust Company of St. Louis. { 










W. T. Kemper, Jr., recently elected a vice- 
president of the Linwood State Bank of Kan- 
sas City, Mo., has also been elected a di- 
rector. 
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NEBRASKA 


Herbert M..Bushnell, former president of 
the United States National Company has 
been elected vice-president and trust officer 
of the United States National Bank of 
Omaha, Neb. The security company was re- 
cently divorced from the bank. Ellsworth 
Moser was also elected a vice-president. 


T. L. Davis has become president of the 
First National Bank, of Omaha, Neb., suc- 
ceeding his father, F. H. Davis, who con- 
tinues active connection as board chairman. 
T. L. Davis had been senior vice-president 
of the bank. Charles D. Saunders became 
a vice-president. 


The Live Stock National Bank, Omaha, 
Neb., is now under the presidency of Alvin 
E. Johnson, who succeeds W. P. Adkins, 
named chairman of the board. Howard O. 
Wilson, cashier, was named as a vice-presi- 
dent, and R. H. Kroeger as cashier. 


NEW JERSEY 

The Montclair Trust Company, of Mont- 
clair, N. J. has announced the election of 
Isaac B. Grainger as president, to succeed 
Adolph J. Lins. Mr. Grainger was formerly 
executive vice-president of the North Caro- 
lina Bank & Trust Company of Greensboro, 
N. C. Benjamin V. Harrison was chosen as 
chairman of the board. 


The Fidelity Union Trust Company of 
Newark, N. J. has divorced itself from the 
Fidelity Union Title & Mortgage Guaranty 
Company and the Fidelity Union Stock & 
Bond Company, in both of which it held 
only a minority interest. Leslie G. McDouall, 
associate trust officer of the Fidelity Union, 
has been made trust officer. He has been 
associated with that institution for many 
years and is a member of the executive com- 
mittee of the Trust Division, American 
Bankers Association. ‘He is treasurer of the 
New Jersey Bankers Association, and bears 
a national reputation for his work in the 
American Bankers Association promoting 
the life insurance trust in cooperation be- 
tween life insurance companies and trust 
companies. 


Seward Prosser, chairman of the board of 
the Bankers Trust Company of New York, 
has resigned as a director of the Palisades 
Trust & Guaranty Company of Englewood, 
N. J. 


The West Side Trust Company of Newark 
has been admitted to membership in the Fed- 
eral Reserve System. 
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The National Newark & Essex Banking 
Company of Newark, N. J. has effected sepa- 
ration from its affiliate, the Newark & Essex 
Securities Corporation, which will be liqui- 
dated. 


Colonel David Flynn, president of the 
First National Bank of Princeton, in his an- 
nual report, called attention to the increase 
of more than a million in deposits during the 
year; total resources now stand at $7,054,- 
203. 

The New Brunswick Trust Company of 
New Brunswick, N. J., and the National 
Bank of America in Paterson, N. J. have re- 
opened. 

Mrs. Nancy B. Staub was recently elected 
assistant trust officer of the Union County 
Trust Company of Elizabeth, N. J. Mrs. 
Staub had been secretary to former Judge 
Clark Whittemore, president and trust offi- 
cer, and becomes one of the few women in 
the country to hold executive office in trust 
work. 


NEW YORK 

The Central Hanover Bank & Trust Com- 
pany of New York announces the election of 
L. Timmerman as vice-president, R. Welles 
and G. D. Blake as assistant vice-presidents, 
John J. Radley, Jr. and E. G. Herendeen as 
assistant secretaries, and W. T. Oliver as 
assistant treasurer. 


F. Abbot Goodhue, president of the Bank 
of the Manhattan Company, has announced 
the promotion of H. B. Danmeyer to assist- 
ant vice-president and appointment of W. L. 
Croker and John J. Kelly, Jr. as assistant 
cashiers. 


Directors of the Commercial National 
Bank & Trust Company of New York have 
voted for dissolution of the Commercial 
National Corporation, security affiliate. An 
initial liquidating dividend, payable in stock 
of the trust company has been declared. 


Thatcher M. Brown has retired from the 
directorate of the United States Trust Com- 
pany in compliance with the banking act pro- 
visions. Barklie Henry has been elected a 
trustee. 


C. Herbert Lee has been chosen investment 
trust officer of the Guaranty Trust Company, 
New York, succeeding Kingsley Kunhardt, 
who has been made vice-president. William 
McK. Lewis becomes an assistant secretary. 
B. Frank Patton has been appointed assist- 
ant trust officer in the London, England, 
office of the company. 
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CHASE SELECTS CAMPBELL AS PRESIDENT : 


Winthrop W. Aldrich becomes chairman 
of board of directors succeeding 


Charles S. McCain 


T. DONALD CAMPBELL 
Who has been elected President of the Chase National 
Bank of New York 

Directors of the Chase National Bank of 
New York City on January 10 elected H. 
Donald Campbell president. Winthrop W. 
Aldrich, who had been chairman of the gov- 
erning board and president during the past 
year, was elected chairman of the board of 
directors. Charles S. McCain, former chair- 
man of the board, retired to become presi- 


NEw YorK (continued) : 

Chase National Bank of New York City 
announced the following appointments in offi- 
cial staff: William H. Moorhead, heretofore 
a vice-president, was named vice-president 
and cashier. William P. Holly, who has been 
vice-president and cashier, continues as vice- 
president. Five officers who had been second 
vice-presidents were appointed vice-presi- 
dents, as follows: Vincent L. Banker, Albert 
J. Egger, Thomas B. Nichols, Louis S. Rosen- 
thall, Emmett F. Smith. John E. Bastedo 
and Ransom H. Skeen, formerly assistant 
cashiers, were appointed second vice-presi- 


dent of the United Light and Power Com- 
pany. John McHugh, who retired as chair- 
man of the executive committee, announced 
that he will continue as chairman of the 
Discount Corporation. 

Mr. Campbell had been a vice-president of 
the bank since the Chase-Equitable merger 
in June, 1930, and a member of the govern- 
ing board for the past year. He was for six 
years senior vice-president of the Seaboard 
National Bank and became executive vice- 
president of the Equitable Trust Company 
after the Seaboard and Equitable were 
merged in 1929. 

He was born in 1879. After practicing law 
for a short time in Minneapolis, he became 
business manager of the Independent Tele- 
phone Company in Seattle, Wash. In 1912, 
he entered the banking field as assistant sec- 
retary of the Washington Mutual Savings 
Bank at Seattle. Within a year he became 
secretary, and within three years vice-presi- 
dent and a director of that bank. 

When the Mercantile Trust Company was 
organized in New York City in 1917, the 
late Chellis A. Austin invited Mr. Campbell 
to become secretary and treasurer of the 
new bank. A year later he was made vice- 
president. In 1922 when the Mercantile and 
the Seaboard National Bank were merged 
under the presidency of Mr. Austin, Mr. 
Campbell became vice-president and director 
of the Seaboard. In 1929 when the Seaboard 
was consolidated with the Equitable Trust 
Company, again under the presidency of Mr. 
Austin, Mr. Campbell was appointed execu- 
tive vice-president and trustee. He became 
vice-president and a director of the Chase 
National Bank in 1930, at the time of the 
consolidation of the Equitable Trust Com- 
pany and the Chase. 


dents. George F. Sloan was appointed as- 
sistant trust officer. James E. Scully became 
an assistant trust officer at a former meet- 
ing of the board. 

B. P. Leeb, formerly assistant vice-presi- 
dent of Bankers Trust Company, New York, 
has been elected vice-president, and W. J. 
Kenny, formerly assistant treasurer, has 
been appointed assistant vice-president. 

Allan Sproul, secretary of the Federal 
Reserve Bank of New York, has been ap- 
pointed assistant to Governor Harrison, 
Myles McCahill becomes a deputy governor 
to succeed the late A. W. Gilbart. 
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CONWAY NEW GUARANTY TRUST PRESIDENT 


William C. Potter becomes chairman and 
E. W. Stetson is added to executive 
committee 


Directors of the Guaranty Trust Company 
of New York, on January 17, elected William 
C. Potter chairman of the Board, and W. 
Palen Conway president. Eugene W. Stet- 
son, vice-president, was elected to the execu- 
tive committee. 

Mr. Potter had served as president since 
October 5, 1921, having served as chairman 
from January 5 of that year when he filled 
the vacancy caused by the death of Alex- 
ander J. Hemphill. He was a vice-president 
of the Guaranty from 1912 to 1916, when he 
resigned to become a member of the firm of 
Guggenheim Brothers. During that period, 
however, he continued as a director of the 
Guaranty and member of its executive com- 
mittee. 

Mr. Conway had been vice-president since 
1916 and a member of the board since 1924. 
He was born in 1881. Seven years in the 
brokerage business, from 1901 to 1908, gave 
Mr. Conway his first experience in finance, 
after which he was in the bond brokerage 
business for three years before joining the 
staff of the Guaranty Trust Company in 
February, 1911, as a member of the bond 
department. His appointment as an assist- 
ant treasurer followed in 1913; in March, 
1916, he was made treasurer, and in Septem- 
ber of the same year he became vice-presi- 
dent. He is a director of the Guaranty Safe 
Deposit Company, an affiliate of the Guar- 
anty Trust Company. 

Mr. Stetson, who was born in 1881, began 


W. PALEN CONWAY 


his banking career with the American Na- 
tional Bank of Macon, Ga., where he re- 
mained until 1904. He then became cashier 
of The Exchange National Bank of Fitz- 
gerald, Ga., until 1908. In that year he 
organized the Citizens National Bank, at Ma- 
con, serving first as its cashier and later as 
president, when he was only twenty-eight 
years old. He came to the Guaranty Trust 
Company in 1916 as vice-president. 





New York (continued) : 

Wilbur F. Crook, formerly vice-president 
of the Chemical Bank & Trust Company was 
elected to the new office of vice-president 
and branch supervisor. William A. Edwards, 
formerly assistant secretary, was elected as- 
sistant branch supervisor. Amos B. Foy, for- 
merly assistant secretary, becomes an assist- 
ant vice-president, and Clinton C. Johnson, 
formerly assistant manager of the foreign 
department, is now assistant secretary in 
charge of the commodity department. James 
B. Davis and Edward F. McGinley were 
elected assistant secretaries, as were also 
Huntington M. Turner, formerly assistant 
trust officer, and Stephen L. Jenkinson, for- 
merly assistant treasurer. Charles F. Hen- 
nett and M. J. Topp were elected assistant 
branch managers. 


Directors of the National City Bank of 
New York elected Elmore F. Higgins, until 
recently president of the Exchange National 
Bank of Tulsa, Oklahoma, a vice-president. 
Mr. Higgins came to New York in 1919 to 


become assistant cashier of the National 
Bank of Commerce in New York. He was 
a vice-president of that institution when he 
resigned in 1926 to become a vice-president 
of the Bank of America, N. A. In November, 
1931, when the Bank of America was merged 
with the National City Bank, he was elected 
a National City vice-president. He left New 
York in February, 1932, to head the Tulsa 
institution and now returns to his former 
post. Mr. Higgins is widely known among 
bankers throughout the United States. He 
was born in Dallas, Texas, but spent his 
early business life in Montgomery, Alabama. 








New York (continued) : 

Walter C. Brown, former partner in George 
H. Burr & Company, has been elected assist- 
ant vice-president of the Continental Bank 
& Trust Company of New York City. 


Lee S. Buckingham has been elevated from 
vice-president to president of the Clinton 
Trust Company of New York City. Thomas 
Byrne has been appointed trust officer. 


The Marine Trust Company of Buffalo 
will reduce par value of stock from $50 to 
$32 a share. Capital was set at $8,000,000, 
surplus at $5,000,000 and profits at $2,000,- 
000. 

The First National Bank & Trust Com- 
pany of Elmira, N. Y. has taken over the 
affiliated Southside National Bank, which it 
will operate as a branch office. 


Floyd L. Carlisle, chairman of the Niagara 
Hudson Power Corp. has resigned as a di- 
rector of the Northern New York Trust 
Company, Watertown, N. Y., of which he was 
a founder. H. Edmund Machold, a vice- 
president of the Niagara Hudson, resigned as 
chairman of the board of the trust company, 
also in accordance with the banking act. 


William F. Seder has been elected presi- 
dent of the Manufacturers National Bank of 
Troy, N. Y., and William C. Feathers, chair- 
man. Cleveland V. Childs, recently vice- 
president of the Manufacturers Trust Com- 
pany of New York, was elected a vice-presi- 
dent. The bank is a member of the Marine 
Midland Group. 


Schuyler C. Wells, Jr. has been appointed 
assistant trust officer of the Security Trust 
Company of Rochester, N. Y. 


Ray Craerin, vice-president and trust of- 
ficer of the Scarsdale National Bank & Trust 
Company, Scarsdale, N. Y., has been elected 
a director of the bank. 


John A. Murray, formerly vice-president 
of the Central Trust Company of Rochester, 
N. Y., has been elected president to succeed 
John H. Gregory who becomes chairman of 
the board. 


The First National Bank of Southhamp- 
ton, L. I., has elected J. Augustus Hildreth 
president and John D. Corrigan, formerly 
vice-president, chairman of the board. C. 
Edwin Dimon succeeds Mr. Corrigan as vice- 
president. 

The Ossining Trust Company of Ossining 
has become a member of the Federal Re- 
serve System. 
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TWO-WAY 


Investment Supervision 


Investment management accounts 
at the Fiduciary Trust Company 
are constantly supervised by the 
Company’s own investment staff. 
In addition, they are under day- 
by-day review by outside invest- 
ment counsel—thus receiving 
continuous supervision from 
two independent investment 
organizations. 


Our Booklet Explains 
FIDUCIARY 
TRUST COMPANY 

OF NEW YORK 

One Wall Street 





NORTH CAROLINA 

The Wachovia Bank and Trust Company, 
Winston-Salem, N. C., announces the election 
of William H. Neal as vice-president. Mr. 
Neal was engaged in the banking business in 
Charlotte, N. C., for ten years prior to com- 
ing to Winston-Salem in 1929 when he took 
charge of the public relations department of 
Wachovia. For several years he has been 
an active member of the Financial Adver- 
tisers Association, of which he is now a di- 
rector. 


OHIO 

The Fifth-Third Union Trust Company of 
Cincinnati has appointed as vice-presidents 
William L. Thede, secretary, and Henry J. 
Mergler, formerly assistant treasurer. Louis 
C. George succeeds Charles H. Shields as 
cashier, Mr. Shields continuing as vice-presi- 
dent. Two new positions were created; that 
of Personnel Officer which will be filled by 
George W. Allen, former auditor, and that 
of Supervisor of Branches, to be in charge 
of Walter A. Kuehn. Henry J. Ramp suc- 
ceeded Mr. Allen as auditor. 
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On10 (continued) : 

Thomas J. Davis has been elected presi- 
dent of the First National Bank of Cincin- 
nati, succeeding J. J. Rowe. H. S. Leyman 
was selected as chairman of the board, the 
position formerly held by Mr. Davis. 

A remarkable increase in deposits in the 
National City Bank of Cleveland was an- 
nounced by Sidney B. Congdon at the an- 
nual meeting, total deposits now being $74,- 
833,863, against $28,849,404 a year ago. 

John Sherwin, Sr., former chairman of the 
Union Trust Company of Cleveland died 
January 16. 

D. K. Hempstead, Jr., has been elected 
trust officer of the Clinton County National 
Bank & Trust Company, Wilmington, Ohio, 
to succeed the late Robert C. Lawhead. 

John R. Eckler, formerly with the Bank 
of Pittsburgh, N. A., has been appointed 
president of the First-Central Trust Com- 
pany of Akron, O., which reopened January 
15. H. Bruce Hobard is chairman of the 
board. 

R. T. Sawyer, chief counsel of the Cleve- 
land Trust Company has been named to the 
executive committee. George Pryor, assist- 
ant treasurer, was advanced to assistant 
vice-president, and J. C. Polzner was named 
assistant comptroller. 
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FIFTH THIRD ELECTS EDWARDS 
CHAIRMAN AND ROWE PRESIDENT 


The first major changes in Cincinnati’s 
banking and trust fraternity in several 
years resulted from recent annual elections 
of officers and directors. Of outstanding in- 
terest is the election of John J. Rowe, until 
recently president of the First National 
Bank, as president of the Fifth Third Union 
Trust Company. He succeeds E. W. Ed- 
wards, president of the trust company since 
1929, who becomes chairman of the board 
and executive head of the company, retain- 
ing supervisory control of the business and 
personnel. 

Mr. Rowe has been engaged in banking 
since 1907, following graduation from Har- 
vard University, when he joined the First 
National Bank, then under the presidency 
of his father, W. S. Rowe, whom he suc- 
ceeded as president in 1929. Mr. Edwards 
has been identified with the Fifth Third since 
1915, becoming president to succeed the late 
Charles A. Hinsch, and has long been active 
in the industrial and social life of Cincin- 
nati. 

The Fifth Third Union Trust Company, 
one of the larger trust institutions of the 
country, has total resources of $77,544,371 
and maintains twenty branches. 





The Toledo Trust Company of Toledo an- 
nounces the election of W. H. Schneider as 
a vice-president and director. 


C. A. Anderson has been elected president 
of the Citizens National Bank of Norwalk, 
O., to succeed Charles A. Paul. C. B. Gar- 
diner was named cashier. 

The Mansfield Savings Trust National 
Bank of Mansfield has been granted limited 
trust powers. 


OKLAHOMA 

The election of A. E. Bradshaw as presi- 
dent and Ed I. Hanlon as chairman of the 
board of the National Bank of Tulsa has 
been announced. Mr. Bradshaw was for- 
merly vice-president of the First National 
Bank & Trust Company of Tulsa and suc- 
ceeds Elmore F.. Higgins who has been ap- 
pointed a vice-president of the National City 
Bank of New York City. 


Stockholders of the First National Bank 
& Trust Company of Tulsa voted to discon- 
tinue the offices of chairman and vice-chair- 
man of the board and action was taken to 
divorce the affiliated security company. 

Two promotions affecting the trust de- 
partment were announced. Roy M. Huff, 
who for the past several years, has served 
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as assistant trust officer, was made trust 
officer, and Norman M. Hulings, head of the 
property management division of the trust 
department, was designated an assistant 
trust officer. Mr. Huff is president of the 
Oklahoma Trust Companies ‘Association. 


OREGON 

W. P. Briggs, assistant trust officer of the 
Portland Trust & Savings Bank of Portland, 
Ore. has been elected assistant secretary. 
Mr. Briggs is recognized as an authority on 
corporate trusteeship. : 

Charles W. Parcell has been advance 
from assistant cashier to assistant vice-presi- 
dent of the United States National Bank of 
Portland, Ore. 

The First National Bank of Portland, Ore. 
has opened its sixteenth branch office, in 
quarters of the old First National Bank at 
Heppner. E. L. Morton, former deputy su- 
perintendent of banks, is manager. 


PENNSYLVANIA 

Of the 183 national banks in Pennsylvania 
which failed to reopen after the banking 
moratorium, with deposits of $255,691,000, 
only twenty-seven had failed to reopen or 
to have their plans for merger or reopen- 
ing approved by the end of the year. These 
twenty-seven banks had deposits of approxi- 
mately $29,297,000, while eighty with ap- 
proved plans are in process of reorganization 
with deposits of around $120,367,000. 

According to recent announcement of 
Chairman Cummings of the Federal Deposit 
Insurance Corp., Pennsylvania leads in the 
number of banks holding membership in the 
Corporation with 983 members. 

John S. Sinclair has been appointed as a 
deputy governor of the Federal Reserve 
Bank of Philadelphia. 

Edward H. Bonsall, vice-president and 
general counsel of the Real Estate-Land Title 
& Trust Company of Philadelphia, died re- 
cently at Glenolden. 

Paul J. Hess and Otto P. Mann have been 
elected assistant secretaries of the Fidelity- 
Philadelphia Trust Company, Philadelphia. 

Thomas A. Bracken, assistant trust officer 
of the Real Estate Trust Company of Phila- 
delphia, has been promoted to trust officer. 

F. M. Totten of the Chase National Bank 
of New York will speak at the annual ban- 
quet of the Pittsburgh chapter, A. I. B. on 
February 8. 

The West Branch Trust Company of Wil- 
liamsport, Pa., opened January 5 with Peter 
G. Cameron, for many years Secretary of 
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Banking of Pennsylvania, as president. It 
succeeds the Lycoming Trust Company and 
makes available $3,503,519 of deposits. Capi- 
tal funds include $225,000 of common and 
$500,000 of preferred stock; surplus, profits 
and reserves total $325,000. Charles A. 
Schreyer, who was vice-president and trust 
officer of the Lycoming, has been elected to 
the same offices in the new company. Har- 
old A. Brown has been appointed vice-presi- 
dent, Walton B. Geiger, secretary, and Gar- 
rett C. Mitchell, treasurer. Trust funds un- 
der administration of the West Branch Trust 
Company total $12,967,000. It is a member 
of the Federal Reserve System. 


The Pennsylvania Company for Insurance 
on Lives and Granting Annuities has effected 
the merger of the Main Line Trust Company 
of Ardmore, Pa., the stock of which was héid 
by the Pennsylvania Company as trustee. 
The Main Line Trust will be operated as a 
branch office. 

The Union National Bank of Waynesburg, 
Pa., has opened and assumed complete lia- 
bilities for deposits of the Union Trust Com- 
pany. The Mellbank Corp. of Pittsburgh is 
majority stockholder in the new bank. 















































Nir erase eri tees eo TTD 







OT a, 






Sal SETOESSEIES 2 















132 TRUST COMPANIES 


RHODE ISLAND 

The Rhode Island Hospital National Bank 
of Providence, R. I., has begun operations, 
having taken. over the entire commercial 
business of the Rhode Island Hospital Trust 
Company. The stock of the national bank is 
completely owned by the trust company. The 
bank began business with capital and surplus 
of $5,000,000 and total resources of $38,911,- 
688, including demand deposits of $29,269,- 
889 and time deposits of $3,301,972. The 
Rhode Island Hospital. Trust Company, 
which was founded in 1867, will be devoted 
exclusively to fiduciary activities. 


TENNESSEE 

The Park National Bank, reorganized from 
the former East Tennessee National Bank 
which closed a year ago, has opened in Knox- 
ville, Tenn. with capital funds of $1,100,000. 
J. H. Anderson is president and Thomas 
Broaddus, formerly with the Canal Bank & 
Trust Company of New Orleans, has been 
made executive vice-president. Depositors 
of the East Tennessee were paid a 10 per 
cent dividend totalling nearly $1,000,000. 

D. Y. Proctor, executive vice-president of 
the Broadway National Bank of Nashville, 
Tenn. has been: named president, succeeding 
William Gupton, who becomes chairman. C. 
C. Potter was promoted to a vice-presidency. 

The First Trust Company of McMinnville, 
Tenn. has merged with the First National 
Bank under the latter title, with capital 
funds of $280,000. 

Thomas W. Vinton has been elected vice- 
president of the Union Planters National 
Bank & Trust Company at Memphis, Tenn., 
and placed in charge of the bank’s trust de- 
partment. He has been in the banking busi- 
ness in Memphis twenty-three years. He 
served with distinction as an infantry officer 
in France during the World War attaining 
the D. S. C. 


TEXAS 

Jesse H. Jones, chairman of the Recon- 
struction Finance Corporated, has been elect- 
ed president of the National Bank of Com- 
merce, Houston, Tex., succeeding the late N. 
E: Meader. Will Jones had previously been 
chairman of the board and will continue in 
that post also. J. G. Garrett was promoted 
from cashier to vice-president, being suc- 
ceeded as cashier by P. C. Rehrauer. 

The San Jacinto National Bank of Hou- 
ston, Tex., was chartered on January 3 to 
succeed the San Jacinto Trust Company. 
Capitalization is $650,000., including $350,- 


000 preferred and $300,000 common stock. A. 
T. Cline is president of the new bank and R. 
V. Moise, cashier. 

R. H. Stewart, vice-chairman, has been 
named chairman of the board of the First 
National Bank in Dallas. Harry A. Olmsted, 
a vice-president, resigned. 

Milton Brown, a vice-president of the Mer- 
cantile National Bank, was recently ap- 
pointed president of the Grand Avenue State 
sank, of Dallas, succeeding P. L. Thornton, 
president of the Mercantile. 

Colonel W. E. Easterwood, Jr. and J. C. 
Tenison were added to the executive com- 
mittee of the Dallas Bank & Trust Company, 
Dallas, Tex., at the annual meeting. 

The Capital National Bank in Austin, Tex., 
has received a charter. It replaces the Re- 
public Bank & Trust Company and is capital- 
ized at $200,000. Eldred McKinnon is presi- 
dent. 





MARRINER S. ECCLES 


Mr. Eccles, president of the First Security 
system, comprising twenty-seven banks in 
Utah, Idaho and Wyoming, has been ap- 
pointed Assistant Secretary of the Treasury. 
Mr. Eccles was born in Logan, Utah, in 1891, 
and has had diversified experience in the in- 
dustrial and financial fields, and especially 
through his close identification with banking 
interests in Utah. 
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UTAH 

The First National Bank of Ogden, Utah, 
has received authority to open branches at 
Bingham, Logan, Magna, Provo and Rich- 
mond. 

The Continental National Bank & Trust 
Company, Salt Lake City, ‘Utah, has been 
authorized to operate a branch at Midvale. 
VIRGINIA 

Stockholders of the State-Planters Bank & 
Trust Company of Richmond, Va., have ap- 
proved the issuance of $2,000,000 preferred 
stock to increase the capital of the company 
to $4,000,000. Thomas B. McAdams, former 
executive manager who recently was ap- 
pointed president of the Union Trust Com- 
pany of Maryland in Baltimore, was re- 
elected as a director. 

Harold G. Robertson, vice-president of the 
Liberty Trust Company of Roanoke, Va., has 
been elected president to succeed the late 
R. H. Angell. W. L. Anderson was appointed 
vice-president and F. B. Wilson, secretary 
and treasurer. 

The Farmers Bank of Nansemond, Nanse- 
mond, Va., has been admitted to membership 
in the Federal Reserve System. 


WASHINGTON 

The First National Bank of Seattle has 
chosen J. W. Spangler to take charge of 
public relation activities of the bank with 
the title of vice-president. Mr. Spangler has 
been president of the Seattle Chamber of 
Commerce and of the Washington Bankers’ 
Association. 

The Old Security National Bank of 
Cheney, Wash. opened January 2 as the 
Cheney branch of the Spokane & Eastern 
Trust Company, Spokane. 


WEST VIRGINIA 

The Merchants National Bank of Clarks- 
burg, W. Va., has taken over the entire de- 
posit liability of the affiliated Bank of West 
Virginia. 

The Citizens Mutual Trust Company of 
Wheeling, W. Va., has been admitted to mem- 
bership in the Federal Reserve System. 


WISCONSIN 

The executive committee of the Milwau- 
kee Clearing House Association has ap- 
pointed Roy L. Stone of the First Wiscon- 
sin National Bank, Eliot Fitch of the Marine 
National Exchange Bank, Charles F. Ilsley 
of the Marshall & Ilsley Bank and W. P. 
Backus of the West Side Bank, as a perma- 
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nent publicity committee. Under the chair- 
manship of Mr. Stone the committee will 
handle publicity on the Federal deposit in- 
surance plan and the bankers code as well 
as advising on individual bank publicity. 
The American National Bank recently 
opened in Shawnee, Wis., with Charles E. 
Bowlby as president. The new bank has 
taken over the prime assets of the State Na- 
tional Bank and is capitalized at $200,000. 


MERGER IN TORONTO 


Announcement has been made that direc- 


of the Imperial Trusts Company of 
Canada and the Premier Trust Company, 
both with head offices in Toronto, Ont., have 
provisionally agreed on terms of consolida- 
tion of the two fiduciary institutions. The 
new company will retain the title of the 
Premier Trust Company under Thomas B. 
Holmes as general manager. 

The Premier Trust Company was estab- 
lished in 1916 and maintains offices in To- 
ronto and London. James Gray is president 
of the company. The Imperial Trusts Com- 
pany of which the Hon. W. D. Ross is presi- 
dent, was chartered by Act of Parliament in 
1887 and maintains offices in Toronto and St. 
Catherines. 
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Life insurance policies containing ex- 
pressed permission for insured to change 
beneficiary to be omitted from estate of 
bankrupt—Torrance, referee, rules—109 

R. F. C. debentures are obligations of U. S. 
rules Comptroller of the Currency—100 

Successor fiduciary not liable for invest- 
ments illegally made by predecessor— 
may become liable if investments are re- 
tained without inquiry—order of court 
approving report and discharging first 
trustee does not operate as a release to 
first trustee—duties of successor fiduci- 
ary cited—opinion of Attorney General 
of T1l.—93-94 


STEERE, Jonathan M.: 
Article by—99-100 


STEPHENSON, Gilbert T.: 
Address—mid-winter conference—N. 
B. A. Trenton Jan. 18—69-70 


TAX: 


Estate— 

Astor decision reversed by U. S. Circuit 
Court of Appeals—involves more than 
$17,000,000 tax and interest trusts cre- 
ated “in anticipation of death” question 
involved—100 

Average percentage paid by 5,000 estates 
of $50,000 or over—20 

“Federal Estate and Gift Taxes” practical 
questions confronted by fiduciaries— 
address given N. J. B. A. trust confer- 
ence Trenton Jan. 18 by George Maurice 
Morris—70-75 

New matters of interest to corporate fidu- 
ciaries by H. N. Andrews—81-86 

Gift— 

Practical questions confronted by fiduci- 
aries—gift tax creates new problems— 
all past gift tax returns of decedent 
must be audited by executor—gift tax 
vs. eState tax—70-75 

Income— 

Lawyer, accountant or other professional 
adviser who has assisted in preparation 
of return must sign with taxpayer—100 

Receipts for 1933 fiscal year listed by 
states and terr.—cost of collection—107 

“Settling One Phase of Taxation’’—recent 
decision U. S. Supreme Court overthrows 
Warner vs. Walsh—1926 and other 1928 
cases which held income to widow who 
elected to accept income under terms of 
will in lieu of statutory rights was tax 
free until it equaled amount which 
would have been rec’d under statutory 


Tax—Continued 


rights—later Int. Rev. Dept. attempted 
to collect tax from trustee—Dec. 11, 1933 
decision directs trustee to pay income 
to widow without deduction of tax—by 
Jonathan M. Steere—99-100 


State Inheritance— 

New tax matters of interest to Mass. fidu- 
ciaries—detailed review by H. N. An- 
drews—81-86 

N. Y. Estate tax on property owned by 
husband and wife in common or entirety 
reviewed in N. Y. Surr. Ct. dec.—96 

Per cent paid by 5,000 estates of $50,000 or 
over—20 


TRUSTS: 


Charitable— 

New York Community Trust grows— 
methods win praise—large units named 
—107-108 

Corporate— 

Classification of new issues in U. S. for 

1933—66 per cent less than 1932—103 
Life Insurance— 

Tremendous need for—shown in survey of 

5,000 estates—21 
Living— 

Created “in anticipation of death’ ques- 
tion involved in Astor tax case decision 
—100 

Testamentary— 

Testator directed exec. to operate business 
for period—in absence of specific direc- 
tions life tenant not entitled to actual 
profits of business—is entitled to inter- 
est on value of until residuary estate is 
invested. N. J. case—89 


TRUST Department: 
Re: Question of Segregation of—See Banks 
and Banking 
Operations— 
Procedure followed in liquidation of closed 
Pittsburgh bank—39-41 


TRUST Conference: 
See Corporate Fiduciary Associations 


TRUST FEES: 


Commission—proper allowance to same ex- 
ecutor and trustee—their duties separate 
—N. Y. case—91 

Executor’s fee for 5,000 estates of $50,000 
or over analyzed averaged 2.2 per cent— 
18 

Fees allowed in Russell estate—108 


TRUSTEES: 
See Fiduciary 


WILLIS, H. Parker: 
Article by—22-25 


WILLS: 
Effect testator’s marriage on previously 
executed will—Calif. case—90 ; 
Provisions of wills of a number of promi- 
nent people as revealed by survey of 
many estates—19-21 
Probate— 
Analysis of assets and liabilities of 5,000 
estates of $50,000 or over—19-20 
Prominent People— 
Kunhardt, Wheaton B.—108 
Mellon, R. B. executors named—108 
Young, Cornelius P. estate appraisal—108 





TRUST COMPANIES 


BANK AND TRUST COMPANY ADVERTISEMENTS 


ALABAMA 


Birmingham 
Birmingham Trust & Savings Company 


CALIFORNIA 


Los Angeles 
California Trust Company 


Security-First National Bank 


San Francisco 
American Trust Company 


Bank of America N. T. & S. A. 


3ank of California, N. A. 


DISTRICT OF COLUMBIA 


Washington 
American Security & Trust Company 


Washington Loan & Trust Company 


ILLINOIS 
Chicago 
Chicago Title & Trust Company 


City National Bank & Trust Company 
First National Bank of Chicago 


Northern Trust Company 


MARYLAND 
Baltimore 


Maryland Trust Company 
Mercantile Trust Company 


Safe Deposit & Trust Company 


MASSACHUSETTS 


Boston 
Boston Safe Deposit & Trust Company 
6 
State Street Trust Company 
36 


MICHIGAN 


Detroit 
National Bank of Detroit 


MISSOURI 


St. Louis 


Mercantile-Commerce Bank & Trust Com- 
pany 
1 


St. Louis Union Trust Company 


NEW JERSEY 


Camden 
Camden Safe Deposit & Trust Company 


Newark 
Fidelity Union Trust Company 


Plainfield 
Plainfield Trust Company 


NEW YORK 


Brooklyn 
Brooklyn Trust Company 


Kings County Trust Company 


New York 
Bankers Trust Company 


3ank of New York and Trust Company 
134 
Central Hanover Bank & Trust Company 
4 





140 TRUST COMPANIES 


New York—Continued Provident Trust Company 
46 


Chase National Bank 
e Nation . Real Estate Land Title & Trust Company 
% INSIDE FRONT COVER 
City Bank Farmers Trust Company Real Estate Trust Company 
3 3 


=e 
io 


Pittsburgh 
Fidelity Trust Company 


Corporation Trust Company 
91 


Empire Trust Company 59 
eo Mere Peoples-Pittsburgh Trust Company 


Fiduciary Trust Company 101 


129 
Fulton Trust Company 
. 40 RHODE ISLAND 
Guaranty Trust Company Providence 


50 
Manufacturers ‘Trust Company Rhode Island Hospital Trust Company 


New York Trust Company 
83 

VIRGINIA 
Title Guarantee & Trust Company : 

INSIDE FRONT cover Richmond 


United States Trust Company Virginia Trust Company 
3 


TE ET A A 


Rochester WASHINGTON 
Rochester Trust & Safe Deposit Company Tacoma 


10% The National Bank of Tacoma 


NORTH CAROLINA 
Winston-Salem WISCONSIN 


Wachovia Bank & Trust Company Milwaukee 
SIDE BACK COVER A , i 
mess 7 First Wisconsin Trust Company 


OHIO 


Cincinnati 
Fifth Third Union Trust Company 


CANADA 


! 
t 


| 
i 
| 


i Toronto 
eveland National Trust Company, Ltd. 


Cleveland Trust Company 


Toronto General Trusts Corporation 


OKLAHOMA 


Tulsa 
First National Bank & Trust Company OTHER ADVERTISERS 
117 
Ambassador Hotel 


PENNSYLVANIA 
Burroughs Adding Machine Company 


Philadelphia 
Fidelity Philadelphia Trust Company 


Commerce Clearing House, Inc. 
133 


8 John Hancock Mutual Life Insurance Com- 


Pennsylvania Company pany 
BACK COVER 109 


Girard Trust Company 





